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WORLD NEWS 


Europe plans 
trial period for 
genetically 
altered foods 

Genetically modified foods sold 
in the European Union could be 
put on seven years' “probation" 
and monitored for harmful 
effects under proposals from 
Brussels. Under plans published 
yesterday, products such as mod- 
ified maize and soya would have 
to be labelled and relicensed to 
sale every seven years. Page 16 

Iraq yields on arms searches 

Iraq has decided to let UN arms 
Inspectors into president Saddam 
Hussein's palaces, Iraqi TV 
reported. The decision was 
announced after a meeting of 
Iraq’s Revolutionary C ommand 
Council. 

Germany backs EttrofigMar 

Germany’s parliament finally 
approved funding for a European 
combat jet project being devel- 
oped with Britain, Italy and 
Spain. Page 2 

Brasil bank may hold Nazi due 

Brazilian court officials opened 
safety deposit boxes containing 
$4m worth of valuables believed 
stolen from victims of the Nazi 
Holocaust. The fortune, deposited 
by a German immigrant, could 
provide the first bard evidence 
that South America was a har- 
bour for wealth stolen by the 
Nazis. Page 5 

France backs oB-for-fbod rise 

France said it supported increas- 
ing the amount of oil Iraq is 
allowed to export under a UN 
deal aimed at easing the effects 
of sanctions on the Iraqi people. 

Khamenei c ou nter s his critics 

Iran’s supreme leader. Ayatollah 
Ali Khamenei, attacked dissi- 
dents who have questioned his 
authority, warning they would be 
prosecuted to treason “without 
any laxity”. Page 6 

Hungary s o cle s w ar ty EU entry 

Hungary called for fast-track 
membership of the European 
Union but failed to win British 
support for a target entry date of 
2002. UK foreign secretary Robin 
Cook said. Hungary was in the 
front rank of applicant countries, 
but avoided offering a timetable. 
Page 3; Observer, Page 15 

Aids taH rises to 31m 

Nearly aim people worldwide 
carry the Aids virus, rather than 
the previously estimated 22.6m, 
said the joint United Nations pro- 
gramme on the disease. Page 6 

KabBa aide hold 

The acting army chief of staff of 
the Democratic Republic of the 
Congo was held for a second day 
while troops disarmed his mili- 
tary guards. No official reason 
has been given for the arrest of 
Masasu Nmdanga, a close aide of 
President Laurent Kabila. 

Coart criti ci ses Turkey 

The European Court of Human 
Rights condemned Turkey for 
arbitrarily detaining six former 
Kurdish members of the Ankara 
parliament in 1994. 

Farms takeover to go ahead 

Zimbabwe’s president Robert 
Mugabe told white farmers’ lead- 
ers his government would press 
ahead with plans to seize mostly 
white-owned farms and hand 
than to landless black peasants. 

Switzerland's rich o«t richer 

The Swiss rich are getting richer, 
with the country’s 100 wealthiest 
increasing their fortunes by 
$44bn last year, according to 
business magazine Bttanz. 

y T | u«u ft** eyes 

The British are Europe's most 
arid television viewers. They 
watch 229 minutes a day, seven 
minutes more than Italians and 
Hungarians who tied for second 
place, says German media mar- 
keting company IP Deutschland. 


BUSINESS NEWS 


Shares in Raisio 
rise as group 
chooses partner 
for marketing 

Raisio shares jumped 9 per cent 
as healthcare group Johnson & 
Johnson promised to market the 
Finnish food anri ffhpmiwik 
group's Benecol cholesterol- 
cutting margarine and make it 
“one of t he great brands of the 
world". Page 16 

Gold fell below $300 an ounce far 
the first time in 1 2*A years. 

Page 16 

Eurotunnel, Channel tunnel 
Operator, reached agreement with 

its 1 74-strong hanking Syndicate 
to approve an £&5bn ($bL3bn) 

financial T wstm rhrrin g plan 

Page 17 

Price Waterhouse 1 * planned 
merger with Coopers & Lybrand 
is thought to have been approved 
by partners of both firms by a 
comfortable majority. Page 17 

Citibank, the US commercial 
bank, readied preliminary agree- 
ment to buy a majority stake in 
First Bangkok Bank, Thailand’s 
seventh largest hank with assets 
of some $7brL Page 17 

Lufthansa, the German airline, 
increased pre-tax profits 125 per 
cent in the first nine months of 
1997 to DM975m ($570m) but 
warned of continued losses on its 
German routes. Page 17 

GnancDg, troubled German 
consumer products group, is to 
became 95 per cent owned by the 
consortium of Bavarian investors 
hoping to rescue it Page is 

Telecom Italia is to take a stake 
of up to 30 per cent in AT&T- 
Unisonrce, the joint venture link- 
ing US and European telecoms 
groups- Page 18 

AT&T intends to sell its paging 
business as part of a move to 
divest slow-growth operations 
that are not central to its focus 
on telecommunications. Page 22 

Tate A Lyle, UK starch and 
sweeteners group, blamed the 
! strength of sterling for a fell in 
annual profits and said it was 
“poised to improve returns” r 
Page 23 

Jaguar, Ford’s UK-based 
offehoot, is likely to open plants 
in the Asia-Pacific region and 
Latin America if it decides to go 
ahead with its proposed X400 
model. Page 11 

Tokyo DisiteySaa, Walt Disney's 
third overseas expansion of its 
theme park business, will open in 
2001 under a licensing deal 
announced by the US entertain- 
ment group and Oriental T-mri , 
which operates Tokyo Disney- 
land. Page 17 

Coro Pacific, one of Taiwan’s 
largest securities companies, was 
granted approval to underwrite 
and trade shares in mainland 
China, industry officials said . 

Page 4 


Finance minister and Bank of Japan urge ‘sensible’ action 

Japan calls 

! for calm in Ip 1 l 
face of fall fe- ;|#|R 
in confidence 


V i «* til] 




By GilSan Tett and 
Paul Abrahams in Tokyo 

The Japanese government took 
the rare step of appealing for 
t»aim yesterday, pmid d gne that 
investors were losing confidence 
in the country's financial 
institutions. 

Hiroshi Mltsuzuka, finance 
minister, and Yasuo Matsushita, 
Bank of Japan governor, issued a 
Joint statement “strongly 
requesting people not to be 
guided by groundless rumours 
and to act sensibly". 

The warnings followed the col- 
lapse yesterday of the shares of 
several financial institutions. The 
Nikkei 225 average was up 178.02 
points, or 1.12 per cent, to 
16,045.55 but shares in the brok- 
ing and banking sectors fell an 
average 7 per cent and 2.6 per 
cent respectively, though some 
shares plunged more than 30 per 
cent 

Two of Japan’s big three secu- 
rities companies dropped sharply. 
Daiwa Securities tumbled a maxi- 
mum Y100 to Y446 and Nikko 
Securities fell Y72 to Y312. Ana- 
lysts said there were fears the 
companies would be implicated 
in illegal off-balance sheet deal- 
ings «frnilar to thos e that brought 
down Yamaichi Securities, the 
country’s fourth -largest broker, 
earlier this week. 

Seven second-tier brokers are 
now quoted below the danger 
level ctfYlOO. Taiheiyo Securities, 
a small broker linked to Yam- 
aichi, denied it planned to dose 
after its shares dropped 22 per 
cent to Y40. 

“Hie markets are highly ner- 
vous and are losing confidence in 
the financial system," said Peter 
Tasker, strategist at Dresdner 
Hein wort Benson. “After the fail- 
ure of Yamaichi, it is dear that 
size is no protection." 

Analysts said the risk of invest- 
ing in Japan had increased sub- 
stantially, because it was no lon- 
ger certain that the ubiquitous 
corporate families, or keiretsv 
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groupings, would protect all their 
members. 

But investors were finding it 
difficult to assess the risks feeing 
individual companies because of 
poor disclosure and fears of 
further hidden debts or losses 
similar to those uncovered at 
Yamaichi. 

Bank shares also tumbled, fol- 
lowing the announcement by 
Tokuyo City Bank, a regional 
bank, early yesterday morning 
that it was closing its business. 
Shares in Daiwa Bank, one of the 
country’s largest, fell 27 per cent 
to Y130. They have halved in 
value in two day’s* trading. Long 
Term Credit Rank dropped Y80, 
or 29 per cent, to Y196, while Mit- 
sui Trust's shares dropped 32 per 
cent to Y167, Fuji Bank fell a 
maximum Y100 to Y626, and Yas- 
uda Trust 38 per cent to Y79. 

A dding further to the banks’ 
plight, Moody's, the US ratings 
agency, said it was considering 
downgrading the debt of Long 
Term Credit Bank. Mitsui Trust, 
Yasuda Trust. Nippon Credit 
Bank and Chuo Trust- If the last 
two are downgraded, their debt 
would have junk-bond, non- 
investment status. It was a simi- 
lar downgrading that precipitated 
the collapse of Yamaichi. 

Senior finance ministry offi- 
cials insisted they did not believe 
any more banks would fefl. “It is 
not possible that there win be 
any more big bank failures in the 
foreseeable future.” Sei Nakai, an 
official, said. 

Meanwhile. Mr Matsushita and 
Mr Mitsuzuka stressed all deposi- 
tors and creditors would be pro- 
tected in failures. “We are deter- 


Non-UK bonks should in some 
cases consider quitting London 
operations unless they have a 
strategic advantage in a very 
competitive marketplace, a sur- 
vey says. Page li 

ACC, India’s largest cement 
producer, reported a 73 per cent 
fall in pre-tax profits to Rs237m 
($6^8m) because of severe over- 
capacity. Page 20 

Siam Cement, Thailand’s largest 
industrial conglomerate, posted a 
third-quarter consolidated net 
loss of Bti&Shn ($45&3m), largely 
because of foreign exchange 
losses of Bt20.4brL Page 20 

tfindustan Motors, India’s 
second-largest carmaker, raised 
first -half sales and profits as 
demand for the Ambassador, a 
car launched in the 1950s, 
remained strong. Page 21 


Brussels may reopen 
Alitalia state aid probe 
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By Emma Tucker in Br ussels 
and James Blitz in Rome 

The European Commission 
yesterday threatened to reopen 
an investigation into state aid 
paid to Alitalia following allega- 
tions that the Italian airline han 
been cutting prices on domestic 
! routes to undermine the position 
of rival airlines. 

The warning from Brussels 
came as the Italian government 
formally announced it would sell 
about a third of its 86 per cent 
stake in the troubled airline early 
next year. 

The Commission said it was 
concerned that Alitalia had bro- 
ken the terms of a deal that 
allowed the airline to receive 
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Editorial, Page 15 
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European News. Page 2 


L2,750bn (Si. 6 bn) of Italian gov- 
ernment aid on condition it stops 
such anti-competitive practices. 

“The situation does not look 
good," said a spokeswoman for 
NeD Kinno ck , the transport com- 
missioner. “Unless they stop 
behaving in this way we will 
have to reopen the procedure." 

The sale of the government 
stake should raise L340bn for Iri, 
the state holding company, 
reducing its stake to 60 per cent 
The Alitalia board last night 
announced the broad form of the 
share offer. Most of the 1.4bn 
ordinary shares to be sold will be 
offered to shareholders and mem- 
bers of Alitalia's staff. The 

Continued on Page 16 
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TECHNOLOGY 

• BaBdtegs wife brains 
Technology, Page 12 
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• Paribas tidies up 
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1. We, ihe Minaicr of Finance and the Governor oT ibc Bank of Japan, would like to * 

reaffirm oor strong w3B to fulfill the commitment 10 ensure Ibc stability of interbank 
transactions as wed as to fully protect deposits, along the lines with our respective - 
statements matte on November 24. 1997. i 

f- 

2. The fin a nci a l system is the basis of the economy and society. We wiU take all t, 

possible measures to ensure tts stability. " 

A Therefore, we are determined to provide liquidity in a sufficient and decisive {■ 

m an ner in order to prevent any delay in payments of deposits and other liabilities of i- 
fin a n cia l institutions. We strongly request people not to be misguided by groundless £ 
iiuuuiusaad to act nsiblv. 


Japanese finance minister Hiroshi Mitsnzuka (top) at a press 
conference in Tokyo yesterday after issuing the statement appealing 
for calm. The statement is reproduced above. Pictmr OeuWra 


mined to provide liquidity in a 
sufficient and decisive manner in 
order to prevent any delay in 
payments of deposits and other 
liabilities of financial institu- 
tions," they said. 

The "Japan premium" - the 
extra interest rate Japanese 
banks have to pay to borrow 
money in international markets 
compared to similar banks based 


elsewhere - widened yesterday to 
84 basis points, or 0.84 percentage 
points, against 53 basis points on 
Tuesday. 

Short-term lending rates also 
rose, as institutions became 
increasingly nervous about 
extending credit to weaker banks 
and brokers. The unsecured over- 
night call rate advanced to 0.7 
per cent, up from 0.51 per cent. 


S Korean 
shipbuilder 
to sack 
3,000 by 
next month 

By John Burton in Seoul 

South Korea’s fourth largest 
shipbuilder yesterday said it 
wonld sack half of Us 6,000 
workers by next month In the 
first mass redundancies since 
Seoul requested a $20bn bail-out 
from the International Monetary 
Fund last week. 

Analysts say other highly 
leveraged Korean conglomerates 
are likely to follow the example 
of Halla Heavy Industries in dis- 
missing workers or curbing 
investments, as IMF-imposed 
ansterity measures force the 
country's main industries to 
restructure. 

It also emerged yesterday that 
three Korean semiconductor pro- 
jects in the UK face uncertainty. 

Hyundai has yet to begin rais- 
ing finance for the first of two 
semiconductor plants it is build- 
ing in Scotland at a cost of 
£2.4bn (*1.05bn). And LG Elec- 
tronics' plans for a semiconduc- 
tor plant in south Wales, due to 
be built as part of a £1.7bn com- 
plex including a television moni- 
tor plant, are also under a cloud, 
say bankers in Seoul. 

In addition Samsung, one of 
Korea's biggest conglomerates, 
yesterday said it would cut 
investments by at least 30 per 
cent to S6bn next year. 

Meanwhile, Soosan group yes- 
terday filed for bankruptcy pro- 
tection dne to large debts 
amassed after it took over 
Korea's sixth biggest shipyard. 
Daedong Shipbuilding. 

Hubert Nelss, head of the 
IMF’s Asia-Pacific department, 
yesterday arrived in Seoul to 
begin negotiations on conditions 
for the rescue package. "In the 
short term, ihere will be difficul- 
ties. But during that period, 
measures will be taken to re- 
establish the confidence of the 
Korean people and foreign credi- 
tors. Then the economy may pick 
up fast," be said. 

The Halla shipbuilding unit is 
the main component of Korea's 
12th -largest Halla group, which 
has debts of 20 times equity - 

Continued on Page 16 
Hyundai delay. Page 4; Invest- 
ment review. Page ll; Might Asia 
lose a decade?, Observer and 
Editorial Comment, Page 15; 

Posco hopes. Page 21 
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NEWS: EUROPE 


Chancellor calls for end to Germany’s deadlock over tax and' pensions proposals | NEWS digest 


Kohl urges consensus on reforms 


By Ralph Allans In Bonn 

Chancellor Helmut Kohl of 
German}' yesterday launched a 
fresh appeal for a cross-party con- 
sensus on urgently needed pension 
and tax reforms, as cracks 
appeared in the opposition Social 
Democratic party’s previously 
obstructive position. 

Mr Kohl said that Germany 
could not afford to put off reforms 
until after next September’s federal 
elections. “We have no time to 
lose." he told a parliamentary bud- 
get debate. 

The chancellor’s comments 
suggested that a break in the politi- 


cal deadlock In Bonn might be pos- 
sible this year. In an interview 
with the newspaper Die Wocbe. 
today. Gerhard SchrOder. prime 
minister of Lower Saxony and a 
possible SDP chancellor candidate, 
broke ranks with his party and 
acknowledged that sweeping 
change to the pay-as-you-go pen- 
sion system was Inevitable. 

Present trends pointed to the 
state security system offering only 
“basic provision" over the long 
term, Mr Schroder said. Private 
provision and “stakes in the capital 
assets of the national economy” 
would become increasingly Impor- 
tant, he said. 


“I can't see how the existing sys- 
tem, In view of the fact that we 
have ever less full-time employ- 
ment, will still be functioning in 30 
or 50 years’ time." 

His comments reflect a growing 
belief among bankers that Ger- 
many will move towards private 
provision and “Anglo-Saxon-style” 
pension funds. 

The country's much-prized state 
pension system has looked increas- 
ingly under threat after the 
announcement that contributions, 
shared equally between employee 
and employees, would rise to 21 per 
cent of gross wages next year. 

In the budget debate, Rudolf 


Scharping. leader of the SPD’s par- 
liamentary party, highlighted 
cross-party alarm at rising pension 
contributions. He said if nothing 
else was achieved in the 10 months 
before the federal election, “then 
we should at least try to make a 
step towards preventing the ero- 
sion of the social insurance sys- 
tem”. 

But Oskar Lafontalne. the SPD’s 
leader who may run for chancellor 
himself, signalled little change in 
his iinr nropm miging stance on pen- 
sions. He rejected again even the 
government’s modest proposals, 
due to be implemented from 1999. 
saying the threatened reduction in 


pension levels was more important, 
than questions about non-wage 
labour costs. 

However, Mr Lafontalne sig- 
nalled that his party was prepared 
to move mi tax reform. Having pre- 
viously objected to cuts in top-rate 
taxes, Mr Lafontalne said the SPD 
would agree a reduction from 53 
per cent to 49 per cent. The basic 
rate could foil from 25.9 per cent to 
22 per cent. 

But he insisted that tax reform 
would have to be neutral, with cuts 
offset by a broadening of the tax 
base. The government is seeking 
net tax cuts worth at least DM7bn 
($4bn) toDMSbn. 


Inflation 
plan splits 
Turkish 
cabinet 

By John Barham In Ankara 

Mesut YiLmaz, Turkey's 
prime minister, deepened 
confusion over economic 
strategy yesterday after he 
rejected as “crazy" a pro- 
posal by his economy minis- 
ter to slash inflation in one 
year. 

“There cannot be a one- 
year stabilisation pro- 
gramme,” Turkish media 
quoted Mr Yilmaz as saying. 
“We cannot accept this. This 
would be crazy.” 

G uae$ Taner, economy 
minister, proposed on Mon- 
day a “shock programme” to 
lower inflation to 15 per cent 
by the end of 1996. Mr Yll- 
maz did not indicate 
whether the previous plan 
for a gradual cut in inflation 
to 3 per cent by 2000 was still ' 
valid. Zekerya Temizel. 
finance minister, said: 
“There is no shock pro- 
gramme. For the time being 
we have a three-year pro- 
gramme.” 

Commentators said Mr 
Taner bowed to Interna- 
tional Monetary Fund 
demands for a one-year plan 
after it dismissed the three- 
year strategy as too slow. 
When he visited Washington 
recently to win support for 
the- longer plan, “the IMF 
walked all over him", 
according to one official. 

The government wants 
IMF support, even though its 
balance of payments are not 
in imminent danger, because 
it hopes this would buttress 
its credibility in interna- 
tional and domestic markets 
and so cut borrowing costs. 

Interest on domestic and 
foreign debts of $109.Sbn are 
the budget's largest item. 

According to the 199S bud- 
get, Turkey must repay 
$7.35bn and hopes to borrow 
$5.62bn on international 
markets. However, bankers 
say that Turkey would like 
to borrow SlObn. The Trea- 
sury has had to finance most 
of its budget deficit, forecast 
at S per cent of GDP next 
year, on Istanbul's shallow 
capital markets, where real 
interest rates averaged 32 
per cent in 1996. 

Analysts are disenchanted 
with the flve-month-oid 
minority coalition. Deniz 
GOkcc. a leading economic 
commentator, said: “I have 
become very sceptical and 
cynical about the govern- 
ment in the last two weeks.” 
Analysts question govern- 
ment resolve to control 
spending and lower inflation 
by stamping out tax evasion, 
reforming the social security 
system and privatising state- 
owned companies. 

BOlent Ecevit. centre-left 
deputy prime minister, 
recently won a “temporary" 
halt to sell-offs while a cabi- 
net committee examined 
“troublesome aspects" Of 
outstanding transactions. 

FIN \NC1U. TIMES 

Pnbfahed b) Thi- FuuikuI Tmm i Europe) 
GmbH. NibdtminiplaU .1. 6U11S Frank- 
fort am Mm Centum. TdentkW ++44 
m 15ft S5U. Ftit ++44 W 59ft J4S1 Rerrc- 
icmcd in Frankfurt by J. Water Brand. 
Witbdm J. Britad. Cotm A. Kentunl as 
Ce*vtufWuhrcr and u London tn CbnJ 
C.M. ML Chairman, and Alas G Milter. 
Deputy Onmnia Tbc shareholder ei the 
FhuikuiI Tana i Europe) GmbH r> teu- 
ton Overseas Holdings Linmed. 3 Burfins- 
ton Gardens. London. WIX ILE. 
Shareholder of ibis wmpany w Peuson 
pic Nfjilcird at the same address 

GERMANY: 

Rcsruniible fur Advening cumene Cotm 
A. Kmnanl. Primer Hfrriya buenutuml 
VertJgHWdlsdmft mhH. Admiral -Rosen- 
ilohl- Straw 3a. bXSbl Noi bt&bwf ISSN 
0174 73t>3. Responsible Editor Richard 
Lambert, da The Financial Tima Lcnitwl 
Number One Southwark Bhdjrc. Lmvdoo 
5EI 9HL. 

FRANCE: 

PnbhshdiR Director. P. MaroigEa. 42 Rw 
Li Btrte. 75008 PARIS. Tekrtooc (OH 
S376 C5A F» t0!» 5376 833 Primer 
S.A. Nurd Eclair. 15/21 Rue de Caire. 
F-J4IO0 Routers Ceda I Editor RKiuid 
Luabert ISSN 1148-2753. Commission 
Puntaire No 67S08D 
SWEDEN: 

Rapunabk Publisher: Hugh Canxgjr 468 
61 S 6088. Printer AB KvUbiiddtnpcn 
EiprcsKO. PO Bov 6007. 5-350 (to. 
lauding. 

C Tbc Financial Tinrej Limited 1W7. 
Editor. Rkbanl Lunben. do Tbc Fujaudal 
Tins Limned. Number One Soiutmit 
Rridfe. London SEl q KL 
R 


Chirac tiring of ‘cohabitation’ 

Robert Graham says the president is losing patience with the Socialist premier 


T ensions in the uneasy 
co-existence between 
Jacques Chirac. 
France's Gaullist president, 
and Lionel Jospin, the 
Socialist prime minister, 
have at last come to the sur- 
face. 

Since t akin g power last 
June, Mr Jospin kept quiet 
about the problems of 
“cohabitation” for almost six 
months, deliberately ignor- 
ing a series of barbed com- 
ments from Mr Chirac. But 
his patience snapped last 
week when the president 
chose the European Union 
jobs summit in Luxembourg 
to voice doubts about the 
government’s plan for a 35- 
hour working week. 

In a text released to Jour- 
nalists, Mr Chirac described 
the 35-hour week as a “haz- 
ardous experiment”. The 
text was subsequently 
denied, but Mr Jospin - and 
his entourage saw the com- 
ment as timed to cause max- 
imum embarrassment to the 
government on one of its 
main legislative projects. 

The response from Mr Jos- 
pin was quick and scathing. 
Speaking on Sunday in 
Brest, where he had been tri- 
umpbaUy acclaimed at a 
Socialist party congress. Mr 
Jospin observed: “For six 
months I have made no criti- 
cism of the other head of the 
executive. But the absence of 
criticism does not mean 
leaving every critical com-, 
ment unanswered." 

He then picked on Mr Chi- 
rac's attack on the 35-hour 
week. ’It is not a question of 
a hazardous experiment but 
a profitable risk." 

Mr Jospin pressed his 
attack further, reminding 
the president how his gam- 



Jospin (left) could hardy disguise his irritation with Chirac at last' week’s Luxembourg 
summit after the French president called Ore 35-hour week a ‘hazardous experiment’ ap 


ble on dissolving parliament 
last spring had backfired 
with the defeat of the 
centre-right “The hazardous 
experiment I recall was one 
concerning a dissolution of 
parliament . . . The experi- 
menters are not necessarily 
where they are thought to 
be.” 

Having made his point Mr 
Jospin is expected to let mat- 
ters rest for a while. He is 
enormously confident of his 
own position and has no 
interest in being seen to pro- 
voke the head of state. 

Mr Chirac, on the other 
hand, has a more impulsive 
character and is unlikely to : 
keep quiet Indeed, while vis- 
iting the French overseas, 
territory of. Guiana this- 
week, he contradicted gov- 
ernment policy on - space 
research. 

Speaking in front of the 
education mini ster. Claude 


Alfogre, the president said 
he favoured manned space 
flights. The minister is on 
record as being against 

tfipm. 

Such sallies by Mr Chirac 
underline predicament 
as, two years into his seven- 
year presidential term, he 
finds himself with a govern- 
ment he cannot . control — 
and which is radically differ - 
ent In temperament and tone 
from his own Ga ullis t back- 
ground. 

Mr Chirac knows frill well 
the difficulties of cohabita- 
tion. having been the centre- 
right prime mmtetpr itniia- 
the presidency of thfe.Tate ' 
Francois Mitterrand, a 
Socialist, from 1986 to' 1988. 
But the present situation is 
markedly different from the 
two spells during which Mit- 
terrand lived alongside a 
prime minister and parlia- 
ment of an opposing political 


colour. 

The fifth republic's consti- 
tution, tailored for Charles 
de Gaulle, envisaged a 
strong head of state control- 
ling tfofencft and foreign pol- 
icy and p n vg ming through 8 
prime minister of his choice. 
In the event of cohabitation, 
the president's principal 
weapons are the length of 
his term (seven years as 
opposed to five years for the 
legislature) and his right to 
dissolve parliament. 

Having misplayed his 
hand this year by calling 
elections a year early and 
seeing his. supporters lose, 
Mr Chirac cannot repeat, this 
tactic with any credibility in 
the short or medium tom. ' 

If the present leftwing 
majority holds, analysts 
believe it would be difficult 
to prevent this legislature 
lasting a full five-year term 
- coinciding with the end of 


Eurofighter set for 
lift off as Germany 
gives the go-ahead 


By Ralph Atkins in Bonn 

Germany's parliament last night 
gave final approval to the long- 
delayed Eurofighter aircraft project, 
offering an important boost to Euro- 
pean air industry co-operation. 

The votes in the Bundestag, or 
lower house, were the last signifi- 
cant hurdle facing the £42bn (JTObn) 
four nation project - Europe's big- 
gest industrial programme - which 
has been beset by a series of delays 
since its conception more than 20 
years ago. Germany plans to order 
180 Eurofighters at a total cost of 
DM23bn. 

German MPs rejected by 331 votes 
to 296 a proposal by the opposition 
Social Democratic party to throw the 
project out MPs In the centre-right 
governing Coalition also rejected a 
similar move by the Green party. 
The Bundestag approved the defence 
ministry's 1998 budget plans, which 
include an initial DM850m for the 
Eurofighter. 

On the assumption that overall 
federal budget plans for 1998 are 


approved as expected by the parlia- 
ment tomorrow, the way will be 
dear for production to start. 

The four governments involved - 
Britain. Germany, Italy and Spain - 
are expected to move rapidly to sign 
a formal memorandum of under- 
standing on the project, and then to 
sign a production contract with the 
Eurofighter consortium, which 
includes British Aerospace. Daimler- 
Benz Aerospace, Alenia of Italy and 
Casa of Spain. 

The UK will start taking delivery 
of 232 Eurofighters in 2001. Italy will 
buy 130 and Spain 87. Eurofighter 
also hopes to win export orders. 

The SPD indicated last night that, 
if elected in next year's federal elec- 
tions. it would honour contracts 
signed by the present government. 
But an SPD-led government might 
seek to reduce the number of Ger- 
man aircraft or renegotiate the proj- 
ect's financing. 

Under Bonn’s plans, German fund- 
ing will be spread over the period up 
to 2014 as the aircraft are delivered, 

Germany delayed taking a deck. 



Enrofighter: project given all dear to get off the ground 


sion amid fierce rows over budget 
priorities, with the Eurofighter proj- 
ect becoming embroiled in a wider 
debate over saving measures needed 
to meet financial criteria for mem- 
bers of the planned European single 
currency. 

Walter Koihow, for the SPD, said 
yesterday his party had opposed the 
project because of the “dramatically 
bad budget situation" and the 
impact on other defence pro- 
grammes. 

However, Volker ROhe, defence 
minister, said the Eurofighter pro- 


curement decision had been based 
primarily on an assessment of Ger- 
many’s security interests. The Euro- 
fighter was the most modem and 
cost-effective fighter ’ jet 
available. 

Manfred Bischoff, chairman of 
Daimler-Benz Aerospace, the main 
German contractor, said the Bundes- 
tag vote was “a milestone for the 
joint European security provision ' 
but also an im por t a nt vote for Ger- 
man- industry". Approval for the 
Eurofighter is expected, to secure 
18,000 jobs in .Germany. 


Pascal Lissouba to start legal proceedings against French oil company 


Former Congolese ruler accuses Elf 


By Robert Graham in Paris 

The former Congolese ruler. 
Pascal Lissouba. bag started 
legal proceedings against 
Elf, the French oil group, 
alleging that the company 
was behind his overthrow in 
mid-October. 

According to Olivier de La 
Robertie. Mr Lissouba's 
lawyer, the action raises 
“very complex” legal issues. 
If it goes ahead, it could 
prove embarrassing to Elf as 
well as to the French 
authorities. 

France, along with the 
Vatican, is the only state so 
for to have recognised the 


new government in Congo 
(Brazzaville), almost two 
months after General Denis 
Sassou hTGuesso assumed 
power at the end of a bloody 
civil war. 

Elf is the biggest oil 
operator in the Congo 
(Brazzaville). 

Elf said yesterday it could 
not comment on the 
allegations and had yet even 
to be notified of the legal 
move. 

Based in France. Mr 
Lissouba still claims to be 
the elected president of 
Congo (Brazzaville). 

He further alleges that the 
putsch was made possible 


“by the invasion and 
occupation of Congolese 
territory by Angolan troops 
backed by the ofl company 
Elf. which exploits oil 
deposits In the Congo, ' 
Angola and Gabon”. 

He also alleges that Elf 
personnel were around 
General Sassou N'Guesso 
“before, during and after the 
coup d’etat”, with the aim of 
reinforcing the oil group's 
position against other 
competing off companies. 

The former Congolese 
leader has also asked the 
French courts to investigate 

the flnanring 0 f Q^n SSSSOU 

M'Guesso's military venture. 


which he says cost up to 
5200m. Gen Sassou N’Guesso 
ruled the country for 12 
years under a quixotic 
Marxist regime while Elf 
was the dominant foreign 
presence. His departure in 
the early 1990s led to an 
opening up of the oil 
business and mineral 
exploration to other 
International operators. 

Last month bath Elf and 
the French government 
strongly denied reports that 
they were, behind Gen 
Sassou N'Guesso. Philippe 
Jalfre, chief executive of Elf, 
was among the first people 
to be received by Gen Sassou 


N’Guesso after regaining 
power last month. But tiffs 
was said to be an entirely 
natural meeting, given Elf s 
investment. 

Mr Lissouba’s lawyer said 
yesterday the case would 
have to pass four judicial 
stages before it was 
accepted. He was cautious 
about the chances of 
success. 

But press commentators 
said yesterday the publicity 
given to this case could spill 
over on to gristi ng J udicial 
investigations into Elf's 
alleged funding operations 
in various Africa countries 
as well as Germany. 


EU to press 
Kyoto target 

The European Commission 

- the world's most ambitious *«»“■ . . 

The plan, announced ahead of the taj mwt , ouW 

conference on ta«Son dioxide 

provide about one-third of .^5 proposed target or 
emissions required to meet tbe E P 
reducing greenhouse gas emissions to is P er ^ 

their 1990 levpl by 2010. k 

But the Commission must persuade EU states to w 
theplan, and warned that while somefm^wouMbe 
avaffable frdm existing EU 

investment would have to be found at national level. 

.Ml* the cost of implementing fte 


would be created. 


about Ecuzion wouiu « 
significant number of jabs 
Neil Buckley. Brussels 


Mr Chirac’s presidency in 
2002 . 

Mr Chirac could force mat- 
ters by resigning to trigger 
an early presidential elec- 
tion, but such a move would 
hinge on his popularity rat- 
ings. 

Mr Chirac is also ham- 
pered by the fragmentation 
of the centre-right after its 
electoral defeat He is, in 
effect the only real leader 
the opposition possesses, but 
his position as head of state 
precludes him from acting as 
such. 

Philippe RAginn the new 
Gaullist party leader, is 
struggling to establish his 
authority, and he can mis- 
ter no challenge to Mr Jos- 
pin in parliament 

As a result, the kind of 
tactics deployed by Mitter- 
rand - refusing to sign laws, 
and annormi^ng his reserva- 
tions about government pol- 
icy - carry less weight. 
Indeed, they tend to, high- 
light the president’s impo- 
tence rather than his ability 
to wield influence. 

Mr Chirac presides over, 
cabinet meetings, hut policy, 
is decided in advance. On 
several key issues such as 
the reorganisation of Thom- . 
son-CSF. the state-controlled 1 
defence electronics group, he . 
was’ not informed in 
advance.' As time goes by, 
Mr Jospin will have more 
opportunity to remove Chi- 
rac appomtaes^.- 
V The baEmbe swing im' 
the' other direction, only If 
Mr Jospin makes mistakes. 
But'if m the meantime Mr 
. Chirac cannot restrain his. - 
own frustrations with cohab- 
itation, the head of state’s, 

. prestige could be further 
damaged. 


■ fTAUAN ECONOMY 

Budget cuts ‘too small’ 

A leading Italian research institute asserted . y “5?”*f pJ > r 
that budget cuts planned by the govemme^nextyejr 
were about 20 per cent smaller than is suggested In the 
Treasury’s 1998 finance bill. 

In its latest report on the state of the 
the Centro Europe Ricerche (CER) eetUnated Umt ttelS* 
budget would bring fiscal tightening of about L20.000bn 
(gll.Tbn) next year and not L25.00Ubn, as is currently 


CER m»iH its projection was based largely on "a more 
realistic evaluation of the provisions for containing 
spending” an d a higher inflation forecast. 

Despite this, the group's forecasts for the reduction of 
Italy's budget deficit to gross domestic product ratio for 
the next three years are considerably more optimistic 
than the government’s - mainly because CER predicts a 
sharp reduction in interest rates. 

CER expects that, on current projections, the budget 
deficit as a proportion of GDP will fall to 1.7 per cent by 
the year 2000. It also forecasts that lower rates will reduce 
Italy's overall debt-to-GDP ratio from the current level of 
199 9 per cent to 112.6 per cent by 2000. 

James Blits. Rome 

■ CREDIT CARDS 

Visa boosts fraud detection 

Visa yesterday launched a new attack on European card 
fraud, saying it aimed to double the number of fraudulent 
transactions identified each year. 

Tbe improvement will be achieved through improved 
technology and farthers the company’s efforts to detect 
fraud at the timp a transaction is made, rather than 
waiting for it to show up on a victim's monthly 
statement 

Last year Visa reckons its members lost about J136m in 
European Union countries through fraud. But it says it is 
fighting back, with 3£00 fraud transactions identified in 
the region in the first nine months and estimated savings 
of 54m. 

Visa members have enjoyed great success in reducing 
fraud during the 1990s, helped by co-operation between 
them and improved technology. But Robert Littas. senior 
vice-president of Visa's EU fraud management 
department, said: “We must not allow ourselves to 
become complacent. There Is a lull now but these things 
are very often cyclical.” 

Christopher Brown-Humes. London 

■ EU LAW 

Move to speed judgements 

The European Union's executive Commission is trying to 
speed up the time it takes to get a commercial or civil 
judgement given in one EU member-state recognised and 
enforced in another. 

Long delays and high costs act as a disincentive to 
citizens and small and medium -sized companies to enforce 
their rights, the Commission says. 

It has proposed a revision to the Brussels and Lugano 
Convention, which currently governs the recognition and 
enforcement of judgements among member-states. 

The proposal has three main aims : 

• to ensure that the enforcement of a judgement issued 
in another member-state should be virtually automatic 
and involve no more than a check on the judgement; 

• to revise the grounds on which a foreign judgement 
may be opposed; 

• to give a uniform definition to provisional measures, 
for example, to guarantee a debt 

The proposals are the first initiatives ever taken by the 
Commission in the field of civil law. 

They will require the unanimous support of member 
states in order to become law. Emma Tucker, Brussels 

M FINNISH ECONOMY 

Wage deal eases tax plan 

Finnish employers and labour anions have agreed a new 
two-year wage deal which should clear the way for a 
package of tax cuts promised by the country's coalition 
government. 

Under the wage agreement, salaries wfl] rise by no less 
than 1.6 per cent in each of the next two years. 

The five-party coalition had been awaiting the outcome 
of the pay talks before deciding whether to proceed with 
tax reductions totalling FM3bn-Fm4bn <$570m-$760m). The 
finance mini stry said wage restraint was crucial if it was 
to cut income taxes by one percentage point a year 
Including social security payments, middle-income 
earners In Finland are taxed at 45 per cent on average. 

Any reduction in tax revenues is expected to be 
compensated by increased environmental taxes and 
changes to the treatment of depreciation by companies. 

TS&n Burt. Stockholm 

■ SOROS FOUNDATION 

Zagreb rejects US criticism 

aoatiasaid yesterday it was not trying to stop the work 
of the Soros Foundation, a body set up by the US 
philanthropist George Sorbs to promote civil liberties in 
former Communist countries. 

The Zagreb government rejected US accusations that it 
was usmgthe law selectively to harass nongovernmental 
OTgausatimis implications of political motives in 

this case should be dropped, stare it is obvious that the 
issuebere is [intended] financial malpractice " a 
^ra^rt^okesman, Neven Jurica. told the state news 

He was referring to a one-year suspended prison 
sftrtence for tax evasion that two officials of Open Society 

Croa ^,^ 1 2^lS l0UP r I P onsored by Soros Foundation^ 
rwaroi last Friday. They were found guilty of E 

records, paying employees In cash and thus evading tax? 

OnTuesday the US State Department criticised the 

sentence and called on the Croatian government to nlinw 
the Soros Foundation to continue its work, which it said 
was making a valuable contribution to "democratisatioa 
and free speech". 

Croatia's presidait Franjo Tudjman, last December 
called the Hungarian-born Mr Soros an enemy of the 
state ' Reuters. Zagreb 
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UK foreign secretary offers ^flying start 3 for enlargement but no timetable 

Hungary seeks speedy EU entry 



By Lionet Barber 
in Budapest 

Hungary called yesterday for 
last-track membership of the 
European Union but failed to 
win British support for a tar- 
get entry- date of 2002. 

On the first day of a tour 
of central Europe, Robin 
Cook, the UR foreign secre- 
tary, said Hungary was 
clearly in the front rank of 
applicant countries, but he 
avoided offering a timetable 
for membership. 

“I do not believe in mak- 
ing predictions. I do not 
believe in grand gestures. I 
believe in getting on with 
things," he told an audience 
in the Hungarian parlia- 
ment. "I believe in working 
out the details, in getting the 
process going as quickly as 
we can." 

Ur Cook pledged that 
enlargement would get off to 
a “flying start" at the begin- 
ning of next year when 
Britain takes over the rota- 
ting EU presidency. He said 
Britain wanted to welcome 
central Europeans "back to 
the European family". 

"Having got rid of the Iron 
Curtain, we must make sure 
that we do not replace it 
with a Velvet' Curtain, separ- 
ating the haves from the 


have-nots." Later Mr Cook 
added that it would be a 
"useful discipline" to *»hn to 
conclude accession negotia- 
tions with Hungary by the 
year 2000. 

Laszlo Kovacs. the Hun- 
garian foreign minister, 
sought guarantees that 
enlargement to take in the 
10 former Communist coun- 
tries of central and eastern 
Europe would not be delayed 
on political grounds. 

Delay would be as detri- 
mental as premature entry, 
he said. 

All the applicant countries 
fear that the EU will spin 
out accession negotiations to 
delay contentious reforms 
such as overhauling the 
Common Agricultural Policy 
and the regional aid budget 
Such reforms are necessary 
to take in poorer, farm-intan- 
sfve economies. 

EU leaders are expected to 
agree at next month’s sum- 
mit in Luxembourg that 
negotiations can begin with 
five countries - the Czech 
Republic, Estonia, Hungary, 
Poland and Slovenia - plus 
Cyprus. But they will seek to 
reassure those left behind: 
Bulgaria, Latvia, Lithuania. 
Romania Slovakia. 

Mr Cook walked a fine line 
yesterday, encouraging Hun- 


gary to agree that EU mem- 
bership, like Nato member- 
ship, is within reach. But be 
also stressed that Hungary 
needed to work hard to meet 
EU standards on the envi- 


ronment and compliance 
with single market. 

Mr Kovacs said accession 
negotiations could be 
wrapped up by 2000, allow- 
ing one to two years for rati- 


fication. British officials said 
this was "realistic", but 
experts in Brussels say pri- 
vately that accession talks 
are likely to last three to 
four years. 


Slovenia struggles 
to save its budget 

This year, things have started to go awry 


By Jack Grimston 
in Ljubljana 

The Slovenian government 
is struggling to preserve 
what has been one of the 
best-managed public sector 
budgets in the former com- 
munist states of central and 
eastern Europe. 

Since Slovenia won inde- 
pendence in 1991. its budget 
has been almost balanced. In 
1995, there was a deficit of 
less than 0.1 per cent of 
gross domestic product And 
last year, a small surplus 
was achieved. But this year, 
things have started to go 
awry. Parliament only began 
full discussion of the 1997 
budget this week. 

The state has been run- 
ning on emergency’ financing 
measures. And these have 
delayed some vital public 
sector investments, while 
making it more difficult to 
control spending in other 
areas. 

The left-right coalition of 
the prime minister, Janez 
Dmovsek, came into power 
in February, but ministers 
from its three different par- 
ties could not agree revenue 


and spending plans until 
August. Agricultural subsi- 
dies have been one main 
area of difference. The 
People's party, one of the 
coalition partners, is the 
main representative of farm- 
ers' interests. 

The budget bad to go 
through a long period of 
committee discussion in par 


The state has been 
running on 
emergency 
financing. This 
has delayed vital 
investment 


liament before this week’s 
debate. The government has 
not yet agreed the 1998 bud- 
get. This, and the drawn-out 
parliamentary process, mean 
it is unlikely to pass into law 
before March. 

Though this year’s deficit 
is unlikely to be much above 
1 per cent of gross domestic 
product, plans for cutting it 
back to 0.&0.7 per cent next 
year depend on pushing 


through a series of mea- 
sures, some of which are 
likely to be highly unpopu- 
lar. 

"Without this package, the 
deficit in 1998 will exceed 3 
per cent of GDP,” said Janez 
Kopac, chairman of parlia- 
ment's finance committee. "I 
suggested many of the mea- 
sures in May, but the prime 
minister and deputy prime 
minister were not in 
favour." 

The government is now 
discussing tax rises in sev- 
eral areas, and there is talk 
of a special levy of 8,000m 
Slovenian tolars is^sr.mv on 
the country's banks. 

On the spending side, the 
tightening up of eligibility 
for unemployment and child 
benefits is under discussion. 

There are also moves to 
restrict the present generous 
possibilities for state work- 
ers to retire early and to 
collect large retirement ben- 
efits, in addition to their 
pensions. 

But the DeSUS pensioners' 
party, junior member of the 
coalition, is understood to be 
resisting some of these 
changes. 


Milosevic’s 
fortunes may 
be on wane 

Recent poll results suggest fall 
in popularity, says Guy Dmmore 


T he young man with 
bleach -blond hair 

brandished a Heckler 
sub-machine gun. above his 
head and told everyone in 
the Rock Caf£ to stand 
against the wall while be 
searched them for weapons. 

In a Serbia becoming 
increasingly familiar with 
gangland violence and unex- 
plained assassinations, it 
could have been just another 
late-night hold-up. 

Only this time, the gun- 
man was the son of Slobodan 
Milosevic, the Yugoslav pres- 
ident 

“Do you know how many 
bullets this gun can put into 
your head?" Marko Milosevic 
told a handicapped youth, 
who had unwittingly 
sparked his assailant’s fury 
by staring at him with an 
eye defective since a road 
accident at the age of two- 
“Nice scar." Marko said, 
staring at the back of the 
youth’s neck that had also 
undergone an operation. "Do 
you want another?" The inci- 
dent in the northern town of 
Kostolac on November 4 
ended without bloodshed. 
Marko slapped the petrified 
youth, bundled him into the 
bar’s toilet where he ordered 
him to count to 100 slowly, 
and then left. A year ago 
such an outburst by some- 
one so close to the ruling 
family would have been 
hushed up and gone unre- 
ported. 

This time, however, as 
opposition to the Milosevic 
family grows, the victims 
decided to speak out 
The independent magazine 
Nin splashed the story an its 
front page with the headline 
“Kids' Business". The handi- 
capped youth and his par- 
ents, as well as other wit- 
nesses in the bar. confirmed 
the events to foreign report- 
ers, but requested that their 
names should not be pub- 
lished. 

“We are very afraid," said 
the youth's mother in an 
interview in their simple 
apartment in Kostolac. 
which lies close to the Milos- 
evic home town of Pozare- 
vac, where the 23-year-old 
Marko runs a nightclub 
called Madonna- "No one can 
speak too loudly. We are 
weak and poor. We fear for 
our child's life.” 

The boy's father, a retired 
police officer with 20 years 
of what he called loyal ser- 
vice to the state, is confused 
by the whole incident 
"1 respect Slobodan Milos- 
evic but am very disturbed 
by the behaviour of his 
sot. . . I'd be happy tf Marko 
came by and saw how we 
live in poverty.. If I saw him. 

I would offer him the hand 
of friendship," the father 
suggested. 

This is not the first time 
tha: Marko. and his equally 
prominent sister Maria, have 
figured prominently in the 
Serbian press. Last Ffehniary 
a businessman known as 
"TreT, who had sponsored 
Marko during his short and 
unsuccessful career as a rac- 


ing driver, was shot dead in 
a Belgrade parking lot 
His killer was never found, 
and more unexplained mur- 
ders of figures close to the 
first family were to follow. 
In March a gunman mitered 
a well-known Belgrade res- 
taurant and shot General 
Radovan Stqjidc. the acting 
interior minister. 

Last month it was the turn 
of Zoran Todarovic, a senior 
oil magnate and leftist politi- 
cian who was a dose friend 
of the president's wife, Mira 
Markovic. He was shot dead 
in broad daylight outside his 
offices. Though no one is 
willing to point the finger of 
blame, the killings have 
heightened the suspicions of 
many Serbs that their 
regime is somehow linked 
with criminal gangs. It h»g 
also occurred to some Serbs 
that the fortunes of the Mil- 
osevics may be on the wane, 
after 10 years of unques- 

It has occurred 
to some Serbs 
that the grip on 
power of the 
Milosevics may 
be sliding after 
10 years of 
unquestioned 
power 

tioned power that some have 
dubbed an era of "socialism 
in one family". 

Their slide in popularity 
was reflected in serious set- 
backs for the ruling Social- 
ists in recent presidential 
and parliamentary elec- 
tions .Students are angry at 
the apparent immunity of 1 
the offspring of the elite 
whose taste for nightclubs, 
fast cars and weapons stands 
in stark contrast to a coun- 
try in general economic 
decline. 

The respected VIP newslet- 
ter. which has sources close 
to the regime, says the prob- 
lems of the Milosevic family 
run deep. 

The president's wife, it 
says, “is aware that the 
social and political problems 
in Yugoslavia cannot be 
resolved simply, and the fall 
from power of the ruling 
family would be much more 
than a simple loss of power 
in the complicated B a lk an 
state". 

Mrs Markovic. who runs 
the neocommunist Yugoslav 
United Left in coalition with 
her husband’s Socialist 
party, went to India last 
month “to resolve her 
depression problems, among 
other things". 

While she was away, her 
trusted aide. Todorovic. was 
assassinated. ■ 

As for the rumpus in the 
Rock Cafe, officially it never 
happened. “There was no 
incident." said a police offi- 
cer in Pozarevac, who also 
refused to be identified. 
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NEWS: ASIA-PACIFIC 


Hyundai to delay Scottish plants 


By Peter Montagnoo and 
John Burton in Seoul 

Plans by South Korea's 
Hyundai to spend up to 
E2.4bn ($4 bn i building two 
sem i conductor p lants i □ 
Dunfermline, Scotland, are 
to be delayed following the 
country's financial turmoil 
which has forced it to turn 
for help to the International 
Monetary Fund. 

Hyundai executives said 
yesterday they were review- 
ing the project’s timescale, 
although they still expected 
to start raising’ finance for 


the first phase next year. 

The delay will be a blow to 
the British government 
which hopes to see the proj- 
ect create 2,000 jobs. More- 
over, Hyundai's admission 
comes at a time when bank- 
ers in Seoul believe it will be 
increasingly hard for large 
Korean companies to 
arrange finance for such 
ventures. 

Also uncertain, according 
to the bankers, are the pros- 
pects for a a semiconductor 
plant in south Wales due to 
be built by LG Electronics as 
part of a £l.7bn complex 


which also includes a televi- 
sion monitor plant. 

But Hyundai’s Scottish 
plans look the mast vulnera- 
ble. A financing package 
Involving bonds and project 
loans for its semiconductor 
plant in Oregon met a luke- 
warm reception from the 
markets earlier this year. 
The Hyundai executives said 
they were still $200m short 
of the full amount required. 

Though financing for the 
UK plant would be struc- 
tured differently with heavy 
emphasis on tax-efficient 
leasing arrangements, Hyun- 


dai would still have to bor- 
row substantial sums to pro- 
vide equity capital for the 
project. With Korea's large 
companies finalising invest- 
ment plans for next year, the 
chances are that such bor- 
rowing would come under 
dose scrutiny by both its top 
management and the govern- 
ment 

Some bankers believe the 
government would argue 
against Hyundai proceeding 
because it already has its US 
semiconductor plant, 
whereas LG Electronics can 
argue that it has no other 


semiconductor plant abroad. 
Others say they expect over- 
seas projects to be hardest 
hit as investment plans are 
cut “That’s where the quick- 
est hard currency savings 
can be made," said Richard 
Samuelson of SBC Warburg 
Dillon Read. 

Michael Canon, of the 
Locate-in-Scotland bureau in 
Seoul, said Hyundai had 
given no official word of any 
change to its plans. UK gov- 
ernment aid payments 
would only be transferred as 
the buildings went up and 
jobs were created, he said. 


but he declined to comment 
on whether there was a time 
limit on the British govern- 
ment’s support commitment 
A decision by Korean com- 
panies to scale back their 
expansion plans in the (JK 
would tarnish one of 
Britain's largest successes in 
inward investment in recent 
years. Over the past three 
years the UK has taken 
around two-thirds of all Kor- 
ean investment in Europe 
with commitments, totalling 
some £6.75biL 

See Editorial Comment and 

UK News 


Ruling party 
candidate in 
fight back 


By John Burton in Seoul 

Lee Hoi-chang has staged 
one of the most remarkable 
comebacks in South Korean 
politics as the campaign for 
next month’s presidential 
election formally began yes- 
terday. 

Mr Lee. the ruling party 
candidate, would normally 
expect an easy race in an 
nation that has never voted 
the government out of the 
Blue House, the presidential 
mansion, since its founding 
in 1948. 

But the former supreme 
court judge, known as the 
“Bamboo Pole” for his image 
of integrity, suffered a 
plunge in support this 
autumn when it was alleged 
that his two sons had dodged 
the compulsory military 
draft by deliberately losing 
weight for the army medical 
examinations. 

His support has recovered 
dramatically in the past two 
weeks. The latest opinion 
polls show that he has pul- 
led even with Kim Dae-jung, 
the veteran centre-left oppo- 
sition leader, who has 
enjoyed a commanding lead 
ha recent months. 

The two candidates are in 
a virtual tie at 33 per cent, 
with Mr Lee’s support rising 
and Mr Kim's falling. 

Korea's economic woes 
may have benefited Mr Lee 
as voters seek stability in 
troubled times. 

Like the other presidential 
candidates. Mr Lee has 
pledged support for Seoul's 
request for a $20bn bail-out 
from the International Mone- 
tary Fund to solve its debt 
crisis. 

His alliance with Cbo 
Soon, who recently dropped 
out of the presidential elec- 
tion. has boosted confidence 


about Mr Lee’s ability to 
manage the economy. Mr 
Cho. a respected economic 
reformer when he served as 
finance minister and c e ntral 
bank governor, is expected 
to play a key role in Mr 
Lee’s administration. 

Mr Lee has also success- 
fully distanced himself from 
Kim Young -sam, the 
unpopular Korean president 
whose approval ratings have 
dwindled because of corrup- 
tion scandals and economic 
woes. 

The president, who has 
been feuding with Mr Lee. 
recently switched Ids sup- 
port to Rhee In-je, a young 
provincial governor who 
defected from the govern- 
ment party in September to 
mount an independent bid 
for the presidency. 

That turned out to he the 
’Toss of death” for Mr Rhee, 
whose support has plum- 
meted from second place: 

In contrast, support for Mr 
Kim Dae-jung, who is mak- 
ing his fourth attempt at the 
presidency since 1971, is lim- 
ited by distrust among con- 
servatives, business and vot- 
ers outside his political 
stronghold in the south-west 
Cholla region. 

Mr Kim has been por- 
trayed by opponents as radi- 
cal. He could still benefit 
from hostile public reaction 
to possibly harsh loan terms 
expected to be announced by 
the IMF near election day on 
December 18- 

How well the candidates 
are doing is not known, 
since published opinion polls 
were banned by law from 
yesterday. But whoever wins 
may find he has been 
handed a poisoned chalice as 
he presides over perhaps 
Korea's worst ever economic 
crisis. 


Seoul warned on union anger 


By John Burton and Peter 
Montagnon in Seoid 

South Korea's government 
could have to contend with 
“a latent and very dangerous 
reservoir of anger” if it 
Called to consult organised 
labour over economic 
restructuring, a senior trade 
unionist said. 

This would be a real test 
of the maturity of the coun- 
try's democracy and econ- 
omy. Mr Yoon Young-mo, 
International Secretary of 
the Korean Confederation of 
Trade Unions (KCTU). said. 

Responding to ferns in the 
finan cial markets of labour 
unrest as unemployment 
climbs in the wake of the 
economic crisis, Mr Yoon 
said in an interview that' 


workers were prepared to 
accept some sacrifices but 
they wanted a full and pub- 
lic debate about what had 
gone wrong with the Korean 
economy and who was 
responsible. 

Unemployment is expected 
by some brokers and ana- 
lysts to more than triple to 
around 8 per cent over the 
next year as companies and 
banks shed workers in a 
scramble to reduce their 
debts. One concern is that 
fhia may lead to union resis- 
tance to the traditionally 
contentious issue of labour 
law reform, expected to be 
part of the adjustment pack- 
age negotiated with the 
International Monetary 
Fund. 

Mr Yoon said he feared the 


IMF would be used by the 
government and large con- 
glomerates to help push 
through labour law reform, 
making it easier far compa- 
nies to dismiss workers. 

But he said the KCTU, not 
at present recognised by the 
government, might be pre- 
pared to accept reform if 
welfare benefits for the 
unemployed were introduced 
at the same time, along with 
government training 
schemes to help redundant 
workers find jobs. 

The cost could be met by 
more efficient tax collection 
and an effort to stop tax eva- 
sion. 

The new president, who 
takes office after next 
month's elections, would 
have an opportunity to take 


a more conciliatory 
approach to labour, Mr Yoon 
added. “We don’t delude our- 
selves these changes will 
happen quickly, but there’s 
always a chance for a pew 
government to create a new 
consensus." 

Job losses would not auto- 
matically trigger huge resis- 
tance. but consultation and 
.an effort to apportion 
responsibility were needed. 
“People will demand to 
know what went wrong.” 

One long-standing problem 
was the concentration of 
power among the top man- 
agement of big companies 
who often exercised control 
through Interlocking hold- 
ings of stakes as low as 10 
per' cent “That dominance 
has to be broken down.” 



IMF’s Mr Neiss shows his nasty side 


By Ted Bardacke in Bangkok 
and Robert Chota in London 

Cometh the crisis, cometh the man. 
Hubert Neiss (left) has never been 
regarded as one of the more colourful 
denizens of the International Monetary 
Fund. But Asia’s economic crisis has 
seen fame thrust upon him. 

The 62-year-old Austrian economist 
arrived in Seoul yesterday to begin 
negotiations on conditions for the 
rescue package. “In the short-term, 
there will be difficulties,” be said. 

“But measures will be taken to 


reestablish the, confidence of. . . 
foreign creditors.'* 

Neiss has worked at the IMF for 
three decades. When he was appointed 
as director of tile Fund’s newly created 
Asia-Pacific department at the 
beginning of this year, no one foresaw 
the im por tan ce his role would develop. 

Yesterday he no doubt had a sense of 
deja vu. With bailouts for Thailand 
and Indonesia behind him, these 
exercises are almost routine. 

Mr Neiss has often played second ’ 
fiddle to Michel Camdessus (right), the 
Fund's managing director. 


Despite his spiked hair , the barely 
5ft 7in Mr Neiss can easily get lost 
among press corp6 crowding around 
the lanky Mr Camdessus. But Asian 
officials who have negotiated with Mr 
Neiss say that this impression is - 
deceptive. 

“Camdessus comes in to offer words 
of encouragement, but it is Hubert 
who cuts the deals,” said one Asian 
finance official. 

“He is not an easy negotiator but 
very professional," said Tarrin 
Nfmmanahaemliida, Thailand's 
minister of finance. 


Clinton team wins most of the Apec tricks 

Attempts scotched to set up regional assistance programme and tight money market controls 


I f US President Bill Clin- 
ton's international 
authority has been 
diminished by his failure to 
win fast-track trade negotia- 
ting authority this month, 
there was little sign of it at 
this week’s summit of the 
Asia Pacific Economic Co- 
operation (Apec) forum in 
Vancouver. At a meeting 
dominated by Asia's finan- 
cial crisis, Mr Clinton held 
most of the high cards - and 
won almost all the tricks. 

Apec summits have often 
been criticised for lacking a 
sense of purpose. But this 
time. Mr Clinton and his offi- 
cials arrived with clear 
objectives and a coherent 
strategy for achieving them. 

Their primary aim was to 
secure A pec's backing for a 
global approach. led by the 
International Monetary 
Fund, to tackling Asia’s 
financial problems. They 


were determined to scotch 
demands by some Asian 
countries for a special assis- 
tance programme dedicated 
to the region, which Wash- 
ington feared would under- 
mine the IMF. 

Washington had carefully 
laid the groundwork in 
advance by getting most 
Apec members’ finance min- 
istries and central banks to 
agree at a special meeting in 
Manila last week to a frame- 
work which explicitly placed 
the IMF at the centre of 
efforts to restore stability to 
Asian and global markets. 

The Apec leaders, in their 
final communique, said they 
endorsed the Manila agree- 
ment. They also went along 
with US Insistence that uo 
specific sums be earmarked 
for bail-outs in addition to 
resources provided through 
the IMF. 

Washington was equally 


successful in knocking on 
the head a campaign, led by 
Mahathir Mohamad, Malay- 
sia’s prime minister, to win 
Apec support for tight regu- 
lation of currency markets. 
Instead, the leaders simply 
endorsed existi n g plans for 
the IMF to conduct a broad 
review of foreign exchange 
transactions. 

Indeed, the summit discus- 
sions proved to be a homage 
to sound macro-economic 
policies and the importance 
of not flinching from painful 
restructuring measures. 

The leaders were no less 
forthright in resisting any 
protectionist temptation. 
They insisted that the recov- 
ery of troubled economies 
depended ou keeping mar- 
kets open to trade and 
investment - and launched 
an initiative intended to pro- 
mote further liberalisation 
in the Pacific Run. 


The summit endorsed pro- 
posals designed to remove 
trade barriers in 15 sectors, 
ranging from fish to toys. 
Although the plan is vague 
and commits Apec members 
to doing no more than hold 
further talks, it was seized 
on by Charlene Barsbe&ky. 
US trade representative, as a 
weapon for fighting political 
battles in Washington. 

Another bonus for the US 
was a package of new liber- 
alisation proposals delivered 
by Beijing at the Apec sum- 
mit, in an effort to break the 
logjam in its bid to join the 
World Trade Organisation. 
Washington said the confi- 
dential proposals called for 
an acceleration of China’s 11- 
year-old WTO negotiations. 

In one 'key respect, how- 
ever, the US failed to carry 
the day. In spite of sustained 
pressure from Mr Clinton 
and his senior officials, 


Japan refused to yield to 
Washington's Insistence that 
it play a bigger role in help- 
ing other Asian economies 
recover by doing more to 
stimulate domestic demand. 

Ryutaro Hashimoto, 
Japan’s prime minister, 
rejected . US claims that 
Japan could do much mare 
to boost its economy. “We 
cert a inly are not complacent 
enough to think we can be a 
locomotive for . the Asia- 
Pacific region,” he said. 

Nonetheless, the US 
played a central role in rede- 
fining Apec’s scope and 
direction, by placing it much 
more firmly in the context of 
the global economy. 

Washington, which initi- 
ated the annual summits 
four years ago, once saw the 
grouping as an exclusive 
regional club which could 
use its market power to 
squeeze Europe over trade 


issues. This week, however, 
Ms Barshfifeky struck a dif- 
ferent note. She suggested 
the aim of Apec trade initia- 
tives should be to attract the 
support of Europe. 

The US is eager to involve 
Europe in supporting Apec’s 
contribution to restoring 
global financial stability, 
reflecting US fears that, in 
the absence of a more active 
Japanese role, it risks shoul- 
dering most of the burden. 

• The logic of US tactics 
seems likely to blur still fur- 
ther the identity of the body. 
Apec enthusiasts respond 
that the grouping’s impor- 
tance is reflected in the 
queue of countries applying 
to join it. This week the lead- 
ers agreed to admit Russia, 
Vietnam and Peru. 

Gerard Baker and 
Guy de Jonqui&res 


Taiwanese 

in ‘China 
shares coup’ 


By John Ridding 
in Hong Kong and 
James Harding in Shanghai 

One of Taiwan's largest 
securities companies has 
been granted approval to 
underwrite and trade shares 
in mainland China, accord- 
ing to company executives 
and industry officials. 

The move marks the first 

time a Taiwanese-controlled 

brokerage will be able to 
trade shares in mainland 
capital markets. 

It is the latest sign of 
developing co-operation in 
business links, despite con- 
tinued political hostility 
between Beijing and Taipei. 

"Business relations are 
developing well, and we 
hope to act as a bridge." said 
D.C. Lee. chief executive of 
tbe Hong Kong branch of 
Core Pacific, which has 
received approval for tbe 
mainland business. 

Capital Securities, another 
of Taiwan's 10 biggest secu- 
rities companies, is also in 
the process of winning 
approval. 

Capital Securities will be 
able to underwrite and bro- 
ker class *B’ shares, listed in 
Shanghai and Shenzhen and 
reserved for foreign inves- 
tors. It has also been 
awarded a seat on the 
Shanghai ‘B’ share 
exchange. 

Core Pacific already has a 
consultancy and representa- 
tive office in Shanghai, but 
said it now plans to expand 
its operations. “This is a 
very important step in devel- 
oping our business,” said Mr 
Lee. “We will open an office 
in Pudong [Shanghai's new 
financial district]- at the 
beginning of next year.” 


Stayu Jon-chl. the Tupei- 
based senior vice-president 
of Core Pacific's 
tional department, sam the 
company might start ini- 
tially by Reusing sales 
efforts on Taiwanese living 

in China. “But we would 
hope to compete eventually 
with the local firms." 

The ultimate objective 


Taiwan still forbids direct 
investment relations with 
China, but has allowed trade 
and investment ties routed 
through Hong Kong or third 
countries. 

As a result, the invest- 
ments by Core Pacific and 
Capital are being channelled 
through offices in Hong 
Kong and the British Virgin 
Islands respectively. 

Taiwanese securities com- 
panies cite growing interest 
among domestic investors m 
China’s share markets. But 
Taiwanese can only invest 
through Hong Kong offices. 
“We are seeing increasingly 
strong demand from retail 
investors in 'B' shares, red 
chips and ’H’ shares.” said 
an executive at one Taiwan- 
ese broker, referring to the 
classes of shares listed by 
Chinese-controlled compa- 
nies. 

China has stepped up 
attempts to build support 
within Taiwan’s business 
sector, raising strains in 
Taiwan. Taiwanese business 
wants to expand on the 
mainland, but the Taipei 
government is anxious that 
close economic ties, without 
political progress, will 
deprive it of a lever in man- 
oeuvring with Beijing. 


Malaysia to set 
up $146m fund 


By James Kynge 
in Kuala Lumpur 

Malaysia announced its first 
ball-out package for finan- 
cial companies yesterday, 
signalling recognition that 
some institutions, if left 
unaided, could collapse. 

Anwar Ibrahim, deputy 
prime minis ter and finance 
minister, said a M$500m 
($146m) standby fund would 
be set up for brokerage 
houses which require finan- 
cial assistance. He said this 
was needed to “reduce possi- 
ble systemic risk”. 

Many brokerages in Mal- 
aysia are facing huge losses 
from the stock market’s so 
per cent decline this year. 
Much of the stock was 
bought on a margin, under 
which a client typically puts 
up only about 40 per cent of 
the share value in the hope 
of paying tbe rest when 
share prices rise. 

Authorities have told bro- 
kerages to refrain from 
ordering clients to repay 
their margin loans so as to 
insulate individuals from 
painful losses. But there are 
signs that brokerages can no 
longer sustain this forebear- 
ance and authorities are 
beginning' to allow some 
margin calls. 

This, analysts said, could 
result in further forced sales 
by investors who must raise 
cash to satisfy margin 
requirements. 

Mr Anwar said the Kuala 
Lumpur Stock Exchange 
(KLSE) would start monitor- 
ing - on a daily basis the 
financial positions of all 
stockbroking companies for 
signs of financial weakness. 


So far. there have not been 
any payment defaults to the 
clearing house, he said. 

The holding companies of 
three brokerages have 
pledged financial support to 
their subsidiary, and two 
more are expected to follow 
suit, Mr Anwar said. Sime 
Darby, Malaysia's largest 
conglomerate, has acknowl- 
edged that its subsidiary, 
Sime Securities, is exposed 
to hefty losses because of the 
stock market's decline. 

The deputy prime minister 
also called upon Malaysian 
market analysts to maintain 
their “objectivity". “If they 
keep following the foreign 
herd and downgrading 
Malaysian companies which 
are strong and stable, the sit- 
uation will take longer to 
improve," he said. 

• Singapore's de facto cen- 
tral bank said yesterday it 
had accepted the resignation 
of Koh Beng Seng, its deputy 
managing director. He will 
be replaced by Tharman 
Shanmugaratnam. who . Is 
regarded as more pro-reform. 
Mr Koh's departure is a sign 
that moves to liberalise the 
city-state’s financial indus- 
try are gathering pace. 
Observers said Mr Kob had 
misgivings over the planned 
liberalisations. 

Brigadier General Lee 
Hsien Loong, the deputy 
prime minister who is lead- 
ing a high-level study on 
financial reform, said this 
month that Singaporean 
banks were too conservative. 
The findings of his study, 
expected early next year, are 
likely to form the bones of 
what is being described as 
the city-state’s “big bang". - 
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NEWS: THE AMERICAS 


Brazil vault may prove Nazi gold link 


By Geoff Dyw-faisao Paulo 

Brazilian court officials yesterday 
opened two safety deposit boxes 
containing $&n-worth of Jewellery, 
watches and gold crowns from 
teeth which investigators believe 
could be possessions stolen from 
Holocaust victims. 

The fortune, deposited in a Bra- 
zilian bank by a mysterious Ger- 
man immigrant, could provide the 
first concrete evidence that South 
America became a harbour far gold 
and other valuables, stolen by the 
Nazis. 

After the boxes were opened in a 


branch of the govemmentowned 
Banco do BrasQ. Mr Jos6 Greg uri, 
head of Brazil’s Human Rights 
Commission, said: *We will now 
begin an intense investigation to 
discover the ori gin of these items." 
The exercise would take 40 days. 

The deposit boxes belonged to 
Albert Blume, who moved to Brazil 
in 1938 arwi lived . in Sdo Paulo until 
he died 14 years ego. His 95-year- 
old aunt, Margarida. who also lives 
in Brazil, says the contents should 
now belong to her. The 230 items in 
the boxes Included gold coins from 
Germany, Romania, Mexico and 
the UK. gold bars, a case of 'rings 


bwa yi 2,12s in cash. Mr Blame’s 
German passport and work records 
were also in the box. 

The source of the items Is still 
shrouded in confusion. 

Bon Ab raham, a historian and 
Holocaust sur viv or, said Mr Blume 
came to Brazil as a Nazi spy and 
the valuables woo part otf Opera- 
tion Odessa, devised in the last 
days of the war. to resettle leading 
Maris in South America. He said 
there was evidence Mr Bluxne’s 
brother had been a top Gestapo 
officer. 

It is impossible that someone 
who led such a miserly life could 


own such wealth,” Mr Abraham 
said. Ricardo Peateado, a lawyer 
assigned by the Brazilian courts to 
find Mr Bhnne’s heir, said there 
was evidence Mr Bfaww had fled 
Germany to escape Nazi persecu- 
tion and that the itowia in the box 
were connected to the pawnbro- 
king business he set up. Same erf 
these mysteries may be resolved by 
the c o n t ent s of Mr Bhune’s diary, 
also in the box. 

The Blume case might have gone 
u nnoticed had it not been tnWm up 
by the Commission for the Search 
of Nazi Moneys, set up by the gov- 
ernment to investigate aft «ga l ion s 


that Nazi gold and cash had been 
smuggled to Brazil. 

Henry SobeL a senior rabbi and a 
commission member, said it was 
too early to say whether the boxes 
contained Nazi funds. Tarts of the 
Brazilian government in the 1940s 
sympathised and collaborated with 
the Nazis,” he said. The commis- 
skm was investigating 14 other dor- 
mant bank accounts which con- 
tained over 570m. 

A number of leading Nazis took 
refuge in Brazil after the war 
including Josef Mengele, who con- 
ducted experiments an prisoners at 
Auschwitz. 


Crisis 
slows 
growth 
in US 


By Nancy Dunne 
In Washington 

The - US Commerce 
Department yesterday 
revised downwards its 
growth figures for the third 
quarter to a still healthy &3 
per cent but a raft of other 
figures indicated a slowing 
of the economy in the cur- 
rent quarter. 

In its second estimate of 
gross domestic product - the 
broadest measure of national 
activity - the department 
said growth was down from 
its &£ per cent estimate a 
month ago, because of 
weaker exports and smaller 
additions to inventories than 
previously thought Analysts 
had expected a slight GDP 
gain. 

The effects of the Asian 

financial crisis Seem DOW to 

be feeding through to the US 
trade and profit picture. New 
orders for durable goods 
declined by 0.3 per cent in 
October - the first fall since 
May. Orders declined in all 
main sectors except for 
transport. 

Stan Shipley, senior econo- 
mist at Merrill Lynch, said 
preliminary indications 
suggested GDP in the final 
quarter had slowed to about 
2L2 per cent, and consumer 
spending growth to “less 
than 2 per cent". 



HONDURANS VOTE IN PRESIDENTIAL ELECTIONS ON SUNDAY: National party presidential candidate Nova de Mdga, cm the right In Ieffrhand picture, 
greets supp ort ers In the capital, Tegucigalpa. Centre: outg o in g president Carlos Roberto Reina. Right: Carlos Flores, ruling Liberal party candidate, in 
Tniang n , so mflen north of the capital. Both candidates seek alleviation of poverty and educa tion impr o vements and both want $4bn of international debt 
cancelled to pay for social programmes. “Nationalists and Liberals have the same Ideology,” adm itted Rene Fonseca, National party loyalist. » 


Saving towards an American dream 

Schemes may allow Americans on low incomes to follow India’s example 


By MchotasTTimrdns 
Jn Washington 

The idea the US should learn 
to fight poverty from India’s 
example may seem like an 
anomaly. 

But that is precisely what 
is happening In a six 
year experiment aimed at 
giving low-income 
Americans their own stake 
in self-sufficiency. 

Called the Downpayments 
on the American Dream 
Demo, the project has 
brought , together some of 
America’s biggest charitable 
foundations, states, 
churches, community organ- 
isations and the working 
poor in a savings seheme 


aimed at allowing people at 
the bottom of the pile to 
work their way up. 

The programme, which 
started in September, 
involves 18 demonstration 
projects providing 2,000 
people with socalled Individ- 
ual Development Accounts. 
Under the fietwne . each dol- 
lar saved regularly by far- 
mer welfare recipients or 
other very low income work- 
ers is matched by a grant 
provided by the charitable 
foundations or other part- 
ners in the prqjecL 

The. matches vary from an 
extra $2 for every dollar 
saved up to an extra S7,'with 
the money tied up in 
accounts which can be used 


for one of only three pur- 
poses: buying a home, 
starting a business or acquir- 
ing an education. Once a set 
sum is reached, usually 
92jn0*t8j000 saved over two 
to four years, the money 
be drawn down for the 
stated purpose. 

The aim is to see whether 
people an low incomes can 
be induced to save, say, $20 a 
month to achieve a specific 
goal, and does doing that 
then a real difference 
to their lives?" says Lisa 
Men sab, deputy director of 
the economic development 
unit of the Ford Foundation, 
one of the project's main 
backers. “The early evidence 
is that the answer to both is 


‘yes’ and ‘yes’." 

Two thousand dollars is, 
she says, approaching a 
deposit on low-cost afford- 
able hooting, tuition fees for 
a course at a community col- 
lege. or a sum which can 
make tiie difference between 
a successful small business 
launch and failure. 

The project will generate 
$5m in savings, 5 lm of 
which wfil be the cantribn- 
tions af those on low income. 
The remainder goes on sup- 
port services and a two-year 
follow-up to see if the 
savings have genuinely 
changed people’s lives. 

Brian Grossman of the 
Corporation f or En terprise 
Development (CFED), which 


is running the programme, 
says the aim is also to do 
something about America's 
"appalling" savings rate - 
4.6 per cent of average 
household income, against 
1L5 per cent in the UK, 14 
per cent in France and 
almost 15 per cent in Japan. 

Ms Mensah says success 
would have lessons far other 
countries' welfare pro- 
grammes, and that the idea 
was partly imported to the 
US after the success af simi- 
lar projects in some of the 
poorest parts of India. 
“There, this has b een a very 
powerful savings and asset- 
budding tool. It is one we 
think others can almost cer- 
tainly learn from." 


NEWS DIGEST 


Bogota backs 
extradition 


The Colombian Congress has approved a reform to the 
1991 constitution allowing the extradition of nationals, 
but drug traffickers will not face extradition under 
existing treaties for crimes already committed. 

This will prevent the extradition of important 
traffickers such as the Rodriguez Orejuela brothers, 
currently serving relatively short sentences in Colombia 
and wanted on other charges in the US. 

President Ernest Samper said he would have p refe r red 
no restrictions on extradition. The former 
prosecutor-general, Alfonso ValidivSeso, now a 
presidential candidate, accused the government of failing 
to give a dear lead and “vacillating” cm extradition. 

The move will not be well received internationally. 
Colombia may now face its third drug de-certification in a 
row by the US Congress, and with it the greater 
possibility of economic sanctions. Sarita Kendall. Bogotd 

■ TEAMSTERS CHIEF 


Carey under pressure to go 

Pressure Is growing on Ron Carey, beleaguered president 
of the Teamsters, the US’s largest union, to step down 
following the decision by a federal board to Ole formal 
charges against him for misappropriation of funds as part 
of his re-election campaign last year. 

The decision, by a review board that oversees the union 
as part of a 1989 court-ordered consent decree between the 
Teamsters and the Justice Department, follows a move 
last week by a federal investigate* to disq ualify Mr Carey 
from running for re-election because of the scandal. 

Several erf Mr Carey’s campaign managers have already 
admitted illegally funnelling union money to pay for 
election advertising, but Mr Carey has repeatedly claimed 
to have known nothing about the scheme. He announced 
this week that he was taking a temporary leave of 
absence from the nnkm to combat the charges. 

Zn a letter to Tam Sever, Teamster secretary-treasurer, 
the board accused Mr Carey of “feigned lack of memory" 
in supp o rti ng transactions “designed to generate a 
personal benefit to him". Mark Suzman. Was hin gton 


HYDROPOWER 


Dam ruling blow to industry 

The US hydropower industry is bracing itself for further 
setbacks following this week’s refusal by the federal 
government to renew the licence of the Edwards Dam in 
Maine. It was the first time Washington had failed to 
renew a dam licence. 

‘"This hac serious implications far the financing af 
upgrades and new projects,” said Linda Church-Ciocd, 
executive director of the National Hydropower 
Association. “If people feel the licences may be pulled, we 
may not be able to get funding." 

Hydroelectric power was once promoted as a clean 
energy source, but environmentalists have turned against 
ifams because of the dangers to salmon and other fish. 
“The Edwards derision shows the federal government is 
looking at «bwns in a different light,” says Margaret 
Bowman, head of a campaign against hydropower. 

Activists say they will now turn their attention to 
dismantling - four dams on the north-west's Snake River. 
Some 150 dams across the country will apply for licence 
renewal over the next few years. Victoria Griffith, Boston 
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NEWS: INTERNATIONAL 


Treason call in Iranian struggle 


By Robin Aden in Dubai 

Iran's supreme leader 
Ayatollah Ali Khamenei, a 
noted conservative, yester- 
day called for charges of 
treason to be laid against 
one of his most outspoken 
critics. Ayatollah Hossein 
Ali Montazeri. This was a 
new tack in a power-struggle 
between Iran's social and 
economic reformists on the 
one hand and entrenched 
conservative and clerical 
vested Interests on the 
other. 

Ayatollah Montazeri 


recently told his followers 
that Ayatollah Khamenei 
was interfering too much in 
politics and “should super- 
vise, not rule”. He was once 
widely - and erroneously - 
perceived to have been desig- 
nated successor to the 
late Ayatollah Ruhollah 
Khomenei, who led the 
revolt against the Shah 
spearheaded the installation 
of the Islamic republic in 
1979. 

Ayatollah Montazeri, who 
was outmanoeuvred and 
subsequently disgraced by 
clerical rivals in a power- 


struggle before Ayatollah 
Khomeini's death, also 
advised President Khatami, 
who was elected last May by 
some 70 per cent of the 
national vote, to resign 
because entrenched censer' 
vative opposition was under* 
mining his chances to imple- 
ment economic and social 
reforms. 

Ayatollah Khamenei 
accused Ayatollah Montazeri 
of attacking the "spine of the 
Islamic regime", the consti- 
tutional right of the clerics 
to overall power over the 
country’s political and social 


system. 

According to both Iranian 
specialists and western dip- 
lomats, Ayatollah Khame- 
nei's attack on Ayatollah 
Montazeri was part Of a 
proxy war to weaken the 
position of President Kha- 
tami, who has all the author- 
ity of democratic legitimacy 
through the ballot box but 
none of the farce and the 
fear which control the real 
reins of power. 

Mr Khatami is regarded by 
many observers as a “politi- 
cal simpleton", who has 
recently been urged by his 


followers to mobilise the 
forces which help him gain 
70 per cent of the national 
vote. But he has little experi- 
ence of challenging Ayatol- 
lah Khamenei, who controls 
the militants of. the 
Islamic regime, the revolu 
tionary guards and other 
hardliners. 

Unless and until these are 
brought within the power- 
orbit of the president, there 
remains little chance, 
according to observers, of 
any substantial economic or 
social reforms being: imple- 
mented. 


OBITUARY: HASTINGS KAMUZU BANDA 

Colourful, ruthless 
autocrat who held his 
people in thrall 


His tbree-piece suit and 
Homburg symbolised Victo- 
rian values, the dark glasses 
and twitching flywhisk 
smacked of voodoo. Hastings 
Kamuzu Banda, who died in 
a Johannesburg hospital on 
Tuesday, seemed to cast a 
spell over Malawi, holding 
the country in his thrall 
from Independence in 1964 
until his defeat in 
multi-party elections in 1934. 

He was ruthless towards 
his enemies, real or. sus- 
pected. and authoritarian by 
instinct. But it is a measure 
of the extraordinary sway Dr 
Banda exercised over the 
people of Malawi that nei- 
ther dotage nor his defeat in 
the 1993 referendum on 
multi-party elections could 
dislodge him from office. 

Only when he and his rul- 
ing Malawi Congress Party 
lost the general election that 
followed did Banda reluc- 
tantly accept that his politi- 
cal career was over. 

Banda bad taimn the tradi- 
tional path to power in colo- 
nial Africa; from prison to 
the premiership. His author- 
ity stemmed not only from 
the one-party system; it was 
reinforced by harassment 
and assassination of oppo- 
nents. including three cabi- 


net ministers. 

Bom about 1898 and edu- 
cated by Scottish mission- 
aries. Banda worked as a 
hospital orderly in Southern 
Rhodesia (now Zimbabwe), 
before travelling on to South 
Africa and getting a job as a 
mines clerk. A Methodist 
scholarship took him to the 
US in 1923. High school 
studies in Ohio were fol- 
lowed by university in the 
US and Scotland: he com- 
pleted his medical studies in 
Glasgow and Edinburgh. 

From his London surgery, 
he campaigned against the 
Central African Federation 
of Southern and Northern 
Rhodesia (now Zimbabwe 
and Zambia) and Nyasaland, 
created in 1953 without con- 
sulting the African majority. 

“They said it meant devel- 
opment, but there was no 
development," said Banda. 
“It meant everything settled 
in Salisbury, a little bit in 
Lusaka, and nothing here." 

In 1957, Banda left London 
for the Gold Coast, embit- 
tered by what he saw as 
Britain's betrayal of his 
country. “I was furi- 
ous ... for years the Brit- 
ish had said they were in 
Nyasaland not to rule us for- 
ever, but only to guide us 


until we would be in a posi- 
tion to rule ourselves." 

A year later he was Invited 
home by the Nyasaland Afri- 
can Congress to lead the 
struggle for independence. “I 
came back home and said: 
'Look, you have called me 
here to get rid of this federa- 
tion, but there are certain 
thing s you have to do first 
The first of these is uni- 
ty ... 1 do not want to live 
among a collection of quar- 
relling tribes'.” 

Barely a year after bis 
return, Banda was arrested. 
It did not stop the winds of 
change. After his release in 
I960 

constitutional talks in Lon- 
don were followed by 
self-government in 1963 and 
independence in 1964. “One 
leader, one party, one gov- 
ernment and no nonsense 
about it," Banda was quoted 
as saying at the time. 

Banda served Malawi best 
during his early years in 
office. At independence the 
country had no exploitable 
mineral resources, only 120 
miles of tarred road, and a 
handful of university gradu- 
ates. From the start he 
emphasised the need to con- 
centrate on agriculture: “In 
Africa it is absolute stupid- 



Banda pictured in 1985: ‘One leader, one party, one 
government and no nonsense’ he said at independence 


ity to use state agriculture. 
It must be ordinary farm- 
ers .. . local people must be 
allowed a plot of land." 

The outcome of his exhor- 
tations. in the first years of 
independence, was remark- 
able. Real GDP grew at an 
average 5.5 per cent a year 
between 1967 and 1979. By 
the and of the 1970s. how- 
ever, its export mutes to the 
sea cut by the war in 
Mozambique, Malawi was in 
serious economic trouble 


Economic reforms were 
hampered by the fact that 
Banda treated leading com- 
panies as part of his finan- 
cial fiefdom. 

Above all. fear of offending 
the president made debate 
on economic policies impos- 
sible. Banda not only domi- 
nated his cabinet; he himself 
held most of the key portfo- 
lios, provoking the descrip- 
tion of Malawi as a “One 
man Banda". 

Michael fifnhnnn 


World 


virus toll 
at 31m 


By.CBve Cooksopr Science' 
Editor, in London. 

Nearly .3U».'. people 
worldwide carry . the Aids 
virus, many more tfr"" 
thought previously, UN Aids, 
the joint United Nations pro- 
gramme qn the disease, 
yesterday. Its -previous esti- 
mate was asusm. : 

UN Aids ’said 5£m people 
would be infected with HIV 
during 1997- and 2-8m would 
die of Aids during the year - 
a SO per cent increase on the 
1996 death rate. ... 

"The more we know about 
the Aids epidemic, the worse 
it seems to be,” said Peter 
Plot, UNAlds director. “We 
are now realising that rates 
of HIV transmission have 
been grossly underesti- 
mated, particularly in sub- 
Saharazi Africa where the 
bulk of infections have been 
concentrated to date.” 

One in 100 adults across 
the world in the 1549 age 
group is HIV positive. The 
corresponding infection rate 
in sub-Saharan Africa is 7.4 
per cent. 

UNAids estimates that 
nine out of 10 people with 
HIV have no idea yet that 
they are Infected. “Many 
would probably want to 
know, provided they felt pro- 
tected from stigma and dis- 
crimination,” Dr Piot com- 
mented. 

The worst affected coun- 
tries are in southern Africa- 
Overall health improve- 
ments there over- the past 
few decades have been wiped 
by the epidemic. 

In Botswana, for example, 
UNAlds says 25 to 30 per 
cent of the adult population 
HIV positive. As a direct 
result of Aids, the country's 
average life expectancy has 
fallen from a peak of 61 
years in 1990 to 52 years 
now. 

Estimates far Asia, where 
the epidemic is more recent 
than in Africa, are less reli- 
able. Because of its sheer 
gjyq India jias the world’s 
largest national .total of 
people living with HIV: 
between 3m and 5m- 


NEWS DIGEST 

Israel puts off 
troop decision 

which Mr Netanyahu tried to wmappr« min is - 

for atroqp pullback bulged 

tern, including Zevuiun for final settle^ 

s w 2 t pl s 

Sad* (Mure tonta, i 

The cabinet session ootewta 
tion within the government. but 

Nationalists have pledged to topple * Mr N wny^u . . 

unwieldly coalition if be goes ahead with the reaepwy 
SSwhde David Levy, foreign toaster. has threatened . 
to <pnt tt todHaer, block the 

KENYAN POLITICS 


Opposition party is registered 

The Kenyan government yesterday ^^tered conserea-- 
tionistMchaid Leakey’s opposition Safina the 

party said it was undecided about fielding candidates in 
general elections on December 29. 

The decision to register Saflna. ann onnesd i nabn^ 
statement from the Presidential Press Sendee <PPS), 
a further element to calculations on opposition electoral 
strength. 

-I he government has allowed the registration of all ^ 
political parties whose applications are pending with the 
Registrar of Societies. This includes Safina, FPSsaid. 

President Daniel arap Mol, 73 and in power since 3S78. 
is firm favourite to win a final term against a host of 
op positi on candidates divided along ethnic and personal 
hues. 

The electoral strength of Safina, a party which said it 
provided the best forum for uniting Kenya's opposition 
when it first applied for registration in June 1995, remains 
untested. Reuters. Nairobi 

MASSACRE INVESTIGATION 


Congo relents on UN team 

Threatened with the recall erf 1 United Nations investiga- 
tors probing massacr es of Rwandan refugees in the for- 
mer Zaire, the government of Congo, formerly Zaire, yes- 
terday assured team members they could start their 
forensic work imm ediately. 

Speaking hours after Kofi Arman, the UN secretary- 
general,' set a 48-hour deadline for investigations, Congo’s 
reconstruction minister said the team could deploy where 
and when it wanted. “If you ask when you can start, I 
reply. 'Before yesterday*," Etienne Mbaya told members. 

But analysts said it remained unclear whether the 
pledge, which comes after months of delays and the near- 
ranrATintinn in October of the mission, would really be 
put into effect Foreign donors have threatened to cancel 
aid if the inquiry is blocked. Micheln Wrong, Kinshasa 


NEWS: WORLD TRADE 


WTO praises 
Europe’s 
single market 


By Frances WHOatns 
in Geneva 

The World Trade 
Organisation yesterday 
praised the European 
Union's single market pro- 
gramme which it said had 
promoted liberalisation and 
benefited Europe's trading 
partners as well as EU mem- 
bers. 

A WTO secretariat report, 
discussed by WTO members 
this week, said the single 
market, combined with 
implementation of WTO 
accords, had lowered exter- 
nal barriers to trade and 
increased internal competi- 
tion. 

"The F.U's trade policies 
and practices have generally 
evolved in a favourable 
direction,” the WTO report 
said, a conclusion with 
which most trading partners 
apparently concurred yester- 
day. 

Brussels was also com- 
mended by trading partners 
for its leadership role in 
recent WTO negotiations, 
including those on informa- 
tion technology and tele- 
coms. along with current 
talks on financial services. 
“Multilateralism is. . Jfirmly 
embedded in the ElTs politi- 
cal agenda," the report 

declared. 

Tariffs were felling, import 
quotas and voluntary export 
restraints were being phased 
out and the use of other 
trade remedies such as anti- 
dumping action had stabi- 
lised rather than grown as 
some bad feared. 

But there were still areas 
such as agriculture, cars, 
textiles and consumer elec- 
tronics where trade protec- 
tion remained high, and the 
EU was the second largest 
user of anti-dumping duties 
alter the US. 

Hue report draws attention 
to the remaining internal 
obstacles to competitiveness 
and efficiency as border pro- 
tection is reduced. “Govern- 
ment assistance to the EU 
economy remains sizeable by 
international standards," it 


points out, estimating aid 
provided by member states 
at EculOObn (Sll3-4bn) a 
year, in addition to assis- 
tance from local authorities 
and the EU itself. 

The opening of the EU’s 
public procurement market, 
accounting for 12 per cent of 
the Union's gross domestic 
product, had had little 
impact on external suppliers. 

In services, despite recent 
liberalisation, insufficient 
competition in some sectors 
such as utilities and trans- 
port, resulted in high costs 
for consumers and industrial 
users. The removal of 
restrictions on trade in ser- 
vices had become a policy 
priority for the Union, 
domestically and in the 
WTO- 

Future developments were 
likely to continue prodding 
the EU in the direction of 
liberalisation. EU enlarge- 
ment to take in countries of 
eastern and central Europe 
was likely to impose further 
limits on farm subsidies, 
while WTO negotiations in 
prospect on agriculture and 
services would keep up pres- 
sure for reform. 

Introduction of the euro, 
scheduled for 1999, should | 
benefit both EU members | 
and trading partners by low- 
ering transactions costs, 
increasing transparency of 
the single market and mak- 
ing trade more predictable 
and secure. 

EU enlargement and the 
expansion of its preferential 
trading network had aroused 
understandable concerns 
about the possible diversion 
of trade from more efficient 
suppliers, as well as con- 
cerns about the systemic 
effect on the multilateral 
tr ading system. 

However, most trade was 
in feet done on non-discrimi- 
natory terms while external 
trade had increased rapidly, 
though not so quickly as 
trade between EU members. 
Brussels was giving more 
careful consideration to 
whether trade pacts con- 
formed with WTO rules. 



Rail groups dig in against 
European freight services 


Charles Batchelor says efforts to form a network of routes to 
compete with road haulage are making slow progress 


I t took 18 months of nego- 
tiation with European 
railway administrations 
before a consortium of inter- 
national shipping companies 
was able to launch a three 
times a week rail freight ser- 
vice between Rotterdam and 
Milan. 

European Rail Shuttle 
(ERS), a joint venture 
between P&O Nedlloyd. Sea- 

Land. Maersk and Dutch rail 
freight operator NS Cargo, is 
now operating 20 container 
trains a week on four pan- 

European routes. Apart from 

Milan, they run from Rotter- 
dam to Padua in Italy and 
Neuss and Germershelm in 
Germany. 

But this is far fewer than 
the 50 trains originally 
planned and it has taken 
almost four years to reach 
this stage, said Raul 
Bijvoets. P&O Nedlloyd man- 
aging director. 

The absence o! any sense 
of urgency on the part of the 
national railway companies 
and a reluctance to let pri- 
vate operators run across 
their tracks - in spite iff the 
intentions of a raff; oT Euro- 
pean Union directives - Is 
hampering attempts to 
improve raU freight services, 


shipping groups complain. 

The obstacles put up by 
the railways give an added 
urgency to plans by Neil 
Kinnock, European trans- 
port commissioner, to create 
a network of trans-European 
freight freeways. These are 
intended to cut red tape and 
slash train Journey times. 

“Many attempts to have 
been made to expand the 
ERS network but the reac- 
tions from the railways have 
been slow and the prices 
quoted have been unhelp- 
ful.” Mr Btfvoets told Inter- 
modal 97. a freight confer- 
ence In Hamburg last week 
“You have to ask how you 
can expand the use of rail 
under these circumstances.” 

The original plan of the 
companies behind ERS was 
to develop three or four hubs 
on the Rhine which could be 
served by a combination of 
truck, rail and barge but 
only two, at Neuss and Ger- 
mersheim, have been estab- 
lished. 

The Intention was for the 
German hubs to be served 
from both Rotterdam and 
Hamburg but Deutsche 
Bahn, the German railway, 
refused to co-operate in 
establishing a service from 


Hamburg which would have 
competed with its own 
freight trains. 

Even when links are set 
up they provide less than 
overwhelming competition 
to road haulage: It takes 10 
hours for freight trains to 
cover the 260km between 
Rotterdam and Neuss and 
involves six changes of loco- . 
motive. 

The Community, of Euro- 
pean Railways CCER), repre- 
senting railways in the Euro- 
pean Union, Norway and 
Switzerland, accepts some of 
the charges levelled against 
its members. 

But part of the fault lies 
with others involved In the 
delivery chain, who are also 
responsible for delays, said- 
Rob - den Besten, CER 
vice-president- New freight- 
only lines and a higher prior- 
ity for freight in passenger- 
dominated rail timetables, 
were also needed. 

Intennodal traffic - 
Involving moving contain- 
ers, soft-sided swapbodies 
and road trailers by a combi- 
nation of road, ran and 
barge - represents the fast- 
est growing freight sector for 
the railways as other sec- 
tors, including bulk freight. 


decline. This should give the 
railways a strung incenti v e 
to increase volumes, the 
shipping lines argue. 

The railways complain it 
is difficult to make inter- 
modal business pay but the 
shipping lines say this is 
because they will not change 
outdated practices to cut 
operating costs- 

The national railways face 
growing competition from 
independent operators for 
intennodal business, OOGL, 
a Hong Kong-based shipping 
line, launched a twice- 
weekly rail service carrying 
car parts between Antwerp 
and Austria last July. 

Some of the national rail- 
way companies are adapting 
to the private sector chal- 
lenge by working with the 
private operators. 

But for many the adjust- 
ment is proving Car harder. 
At present “half a million 
raflwaymen are working out 
how quickly they can kill off 
their freight business," 
warned Mr Bijvoets. 

The railways have still to 
show they can adapt to 
changing markets and taVa 
on the road hauliers if their 
freight business is to survive 
let alone grow. 


NEWS DIGEST 


US offers to 
phase out traps 

The US yesterday offered to phase out steel-jawed leghold 
traps, used for trapping animals in the fur trade, within 
eight years In an attempt to avoid a ban on exports of US 
furs to the European Union. 

The EU had threatened to impose the ban next Monday 
unless Washington made a better offer on the traps, con- 
demned by the EU and awiTTiai rights campai g ners as 

TntoTmaTiP 

Yesterday's US offer fell short of commitments from 
Ca n a d a and Russia, two other countries which use the 
traps, to, phase them out within five years. But European 
Co mmission o fficial s welcomed the new proposals as 
going “some way towards meeting our concerns”, and 
said they would receive “immediate consideration". 

Separately, EU trade officials said they were still not 
entirely happy with measures approved by the US Federal 
Co m mu n ications Commission to im plemen t the World 
Trade Organisation's agreement on liberalising 
services. They were unhappy that the US could still 
refuse to open its market to foreign telecoms carriers on 
vague “public interest” grounds - despite assurances 
from the US that the use of the provision would be 
strictly limited. 

Officials said they reserved the right to complain to the 
WTO about the rules. NWZ Buckley. Brussels 

M COMPUTER CONTRACT 


ICL in Hungarian rail deal 

IGL, the UK computer company, and Hungarian State 
Railway s. MAY . yesterday signed a $35m contract for ai 
integrated financial system. The project, spanning two 
years, will revolutionise WAV’s financial controls, allow 
lag real-time information access to assets, payments 
receivables, purchases and inventory. 

It forms one of a three part overhaul of MAVs commi 
mcations system. IBM will supply timetable, ticketine a 
seat reservations systems and Siemens the optical fibre 

network m a total project worth Ft 23bn(ji20m). Kes 

Eddy, Budape 

AIRCRAFT ORDERS 


Lockheed sells more Hercule 

Lockheed Martin has won two big orders for its new 
C-mj transport aircraft, with Italy's air force 

raUering 18 and the Pentagon a further 14. This brines 
firm orders to 73. 

1101 disclose d but industr 

Partly because Britain’s Royal Air Force is buying 25 1 
^aircraffUKcom^nles are participating stro^dLiL 

** have 80 Aw ofSSera 

connected with the programme. Alexander NicoO. U 

do, 

m Two years after the Colombian city of Medellin 
launched the country's first metro, the city authorities 
are to put the mainte nance- and administration of the pu 
lie transport network, out to private concession. The 20- 
year concession also includes the design and constructs 
of new branches. Adam Thomson. Bogo 
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Commission may withdraw directive against advertising if EU members fail to agree 

Brussels loses patience on tobacco ban 


By Rffichasl Smith in Brussels 

Hie European Commission yester- 
day threatened to withdraw a 
directive banning tobacco advertis- 
ing and sponsorship if European 
Union countries fail to agree a 
co mp romise for its adoption next 
week. 

The warning came signs In 
Brussels of increasing irritation 
with Britain over the way it has 
handled its plan to seek an exemp- 
tion from the ban for. Formula One 
motor racing. 

Several countries agree with the 
assessment of the Dutch govern- 
ment that Britain’s stance on For- 


mula One is fflogicaL “We would 
have great difficulty agreeing to an 
exemption for Formula One racing 
by itself. 1 ' said one diplomat whose 
country favours a ban. “Britain’s 
stance creates probl ems ." 

The Commission warned that 
Padraig Flynn, social affair s and 
health commissioner, would con-' 
aider withdrawing a proposed 
directive to implement the ban 
unless health ministers reached 
agreement next Tuesday. 

But in spite of the doubts, 
national negotiators believe that 
the tobacco sponsorship directive 
has more chance of being adopted 
next week than at any time since it 


was proposed eight years ago. . 

Although Germany, Greece and 
Austria remain opposed to an EU- 
wide ban, they could not by them- 
selves prevent the adoption of pro- 
posals by a qualified majority. Sup- 
porters of the ban fear the issue 
will be complicated by the UK's 
Formula' One demands. 

The latest proposals would in 
any case delay a tobacco sponsor- 
ship ban for four years after legal 
adoption of the proposed directive 
around the middle of next year. 

One suggestion is far this period 
to be extended for all sports, with a 
provision for countries to seek fur- 
ther exemptions on a case-by-case 


basis. If that happened the Com- 
mission may seek commitments for 
sponsorship to be scaled down. 

Advertising of tobacco products 
On television has been banned 
since 1989. Ministers have dis- 
cussed at least 15 times extending 
the ban to other media and spon- 
sorship but have never been able 
to reach agreement 

A deal has become possible 
because of a change in position of 
governments including those in the 
UK, following a change in adminis- 
tration last May, aim the Nether- 
lands last weekend. 

The Commission justifies the ban 
it seeks an “single market” and 


health grounds. It argues that dif- 
ferent rules in different countries 
on tobacco advertising can distort 
competition, in part because of the 
intra-EU circulation of newspapers 
and magazines. 

Mr Flynn says tobacco consump- 
tion kills at least 450,000 people in 
the each year and argues it is 
essential to cut consumption, par- 
ticularly among young people. 

In a submission to the UK gov- 
ernment. the Tobacco Manufactur- 
ers* Association says a ban will 
deny the industry a fundamental 
commercial freedom in its right to 
communicate with adult customers 
about a legal product 


Jaguar may 
assemble cars in 
Latin America 


By John Griffiths in London 

Ford's Jaguar offshoot is 
likely to open plants in the 
Asia-Pacific region and Latin 
America if it goes ahead 
with the proposed X400 
model, now in the final 
stages of a feasibility study. 
The factories would assem- 
ble care from parts manufac- 
tured In Europe or north 
America. 

Assembly outside the UK 
could be as high as 25,000 to 
50.000 cars a year, with total 
output of the X400 reaching 
“well over 100,000", said 
Nick Scheele, Jaguar’s chair- 
man, yesterday. Indications 
are strengthening that the 
X400 will receive approval 
from the boards of Ford and 
Jaguar. 

Mr Scheele said Jaguar 
was pntpring “the most criti- 
cal 12-month period in its 
history", with the prospect 
of becoming a manufacturer 
of more than 250,000 cars a 
year. That would be 10 ti™** 
the level when Mr Scheele 
joined the company five 
years ago. 

While Jaguar’s teams 
undertaking the feasibility 
study are not likely to give 
their final report until 
shortly before Christmas, 
there appears to be “a strong 
business case" for the X400, 
Mr Scheele said. 

He confirmed that Jaguar 
has narrowed the potential 
manufacturing sites to four. 
One is Ford’s Halewood 
plant in north-west England, 
which would result in pro- 
duction of Ford’s planned 
so-called MAV (multi-activ- 


ity vehicle) being transferred 
to Germany or Spain. The 
others are Cologne in Ger- 
many. Lorain in Ohio and a 
Site in Michig an 

However, it is becoming 
increasingly clear that Hale- 
wood has become the 
favoured site, following Jag- 
uar’s reluctant conclusion 
that it Is not possible to cre- 
ate sufficient capacity for 
the X400 at the company’s 
existing plants in the 

En glish MiritamiS- 

“We want very strongly to 
do it in the UK,” said Mr 
Scheele. Sir Alex Trotman. 
Ford’s chairman, had also 
said it would be "a big deci- 
sion” to build any Jaguar 
model outside the UK. lie 
added. A final review of 
potential sites will be held 

next month L with inritratfnng 

of possible government aid 
to follow. 

Assembly overseas from 
kits could provide significant 
help for the company to 
overcome tarrif barriers lim- 
iting direct exports to Asia- 
Pacific and ljitm American 
countries, said Mr Scheele. 

• Trade unions represent- 
ing Ford’s 19,500 workers in 
the UK are due to meet next 
Wednesday to decide on bow 
they should respond to the 
company’s “final” two-year 
pay offer, writes Robert Tay- 
lor. Unions have yet to 
decide whether they Should 
recommend its rejection 
with the threat of strike 
action. 

Two years ago the unions 
were rebuffed by their mem- 
bers at Ford who backed the 
company’s settlement 



Campaigners for an inquiry into the events of Bloody Sunday in Northern Ireland in 1972 gathered outside the House of 
Commons yesterday before Tony Blair, prime minister, said be understood the pain and distress of the families of the 14 
Roman Catholics who died. Campaigner Kathleen McClnsky joined John Kerr (centre), a Social Democratic and Labonr 
party councillor, and John Hume, party leader and MP for Londonderry, the city in which the demon s tra t o rs were shot 


Ex-minister urges Chinook probe 


By Liam HaBgan 
and Jimmy Bums 

Sir Malcolm Rifirind, who 
was chief defence minister at 
the timp of the 1994 Chinook 
helicopter crash in which 25 
senior intelligence officers 
perished in Scotland, has 
called for the Royal Air 
Force's Inquiry to be 
reopened. The inquiry found 
two deceased pilots guilty of 
“gross negligence". 

Sir Malcolm said yesterday 
he had no recollection of 
ministry rffldah informing 
him of recently disclosed evi- 
dence of mechanical prob- 
lems with the aircraft. 

His sta temen t contradicts 
the testimony of John Reid. 


the current armed forces 
minister, who told Channel 4 
television on Monday: “All 
thte information was avail- 
able to minist ers, the board 
of inquiry and others investi- 
gating incident” 

It also emerged last night 
that the ministry this week 
contacted lawyers represent- 
ing the family of Fli ght Lieu- 
tenant Jonathan Tapper, the 
pilot in charge, saying they 
were prepared to discuss a 
financial settlement on con- 
dition that the family admit 
a degree of negligence by the 
leading pilot. 

"It’s no coincidence this 
approach is taking place 
now, in view of pressure on 
the MoD arising from infor- 


mation not disclosed at the 
official inquiry." said Martin 
Stephen, the Tapper family’s 
lawyer. Michael Tapper, the 
pilot's father, said: “We have 
no intention of entertaining 
this approach - we are deter- 
mined to clear our son’s 
name.” 

Sir Malcolm’s move fol- 
lows recent disclosures of 
problems with Fadec - the 
software controlling the Chi- 
nook’s engines. Prior to the 
crash, the ministry ordered a 
separate investigation into 
Fadec and won a $3m settle- 
ment from the system's man- 
ufacturers after an RAF 
Mark I Chinook was dam- 
aged in the US in 1989. 

“I have no recollection of 


being briefed on these prob- 
lems with Fadec, or any 
other mpehantefli failures," 
Sir Malcolm said. “If these 
matters are now in dispute 
with the Ministry of Defence, 
we need a re-investigation.” 

On Tuesday. James 
Arbufhnot, a defence minis , 
ter at the time of the crash, 
also called for a new inquiry. 
"The wrong decision has 
hem made - I did not know 
then what I do now about 
this crash," he said. 

The government has 
backed the “gross negli- 
gence” verdict of the RAP’s 
inquiry - a view disputed by 
a subsequent Scottish sher- 
iff’s report and numerous 
former RAF pilots. 


Korean investment ‘spectacular’ faces review 

Hyundai executives reconsider date for opening big semiconductor factory in Scotland 


By James Buxton in 
Edinburgh and Juliette 
Jowit in Cardiff 

Tbe white bulk of the 
Hyundai semiconductor 
plant already dominates the 
landscape beside the M90 
motorway in Scotland. 
Among the jumble of con- 
tractors' cabins a notice pro- 
claims that there are only 
153 days untQ the first chip- 
making equipment goes In. 

Yet Hyundai executives in 
Seoul said yesterday that the 
timescale for bringing the 
plant into operation was 
being reviewed. They also 
said they have not yet begun 
raising finance for purchas- 
ing the semiconductor man- 
ufacturing equipment which 
will account for the balk of 
the £l.lbn (Sl.85bn) cost of 
the first phase of the protect 

The company is under 


Matsushita of Japan is to spend £15m ($25. 4m) on a 
research and development centre in Cardiff, the capital of 
Wales, Juliette Jowit writes in Cardiff. Manufacture of satel- 
lite decoders will also start at the site, where more than 
2,000 staff are already employed in making Panasonic tele- 
vision sets and microwave ovens for the European market 
Ron Davies, the chief ministar for Wales, said: “This 
investment sees the company diversify its product base and 
introduce an Important research and development centre, 
moves which will help the company increase its share of 
the Europe an market" 


strong pressure from the 
Korean government not to 
incur more external debt 

A serious delay to the two- 
phase Hyundai semiconduc- 
tor project, whose total 
value could be more than 
£3bn, would be a heavy blow 
to the UK 

The Hyundai project was 
one of those inward invest- 
ment “spectaculars" - very 
big projects like the Siemens 
semiconductor plant in 


north-east England or the 
LG project in Wales - which 
come only rarely. In recent 
years most of them have 
gone to the UK rather than 
other European countries. 

The success of Locate in 
Scotland, the official inward 
investment agency, in 
attracting Hyundai to Scot- 
land was announced from 
the platform of the Conser- 
vative party conference by 
Michael Forsyth, then chief 


minister for Scotland, in 
October 1996. He called it a 
flagship projecti 

The two plants would 
between them create 2.000 
jobs. 

Construction of the shell 
of the 18,000 sq m plant 
began in March, with about 
1,600 people working on the 
site. In July. Sir Robert 
McAlpine, the original con- 
struction contractor, decided 
to take no further part in the 
project and was later 
replaced by Laing Manage- 
ment, an offshoot of John 

losing - 

Recruitment is already 
under way for the first 
employees, with training due 
to begin in a local college in 
January. Some 400 operators 
were expected to be working 
by tiie end of the summer 
and 800 by the end of the 
year. 


In Wales, two Korean com- 
panies - LG, the electronics 
company, and Halla. the 
manufacturer of excavators 
and other machinery - have 
committed more than El.Tbn 
on three sites, which should 
eventually employ more 
than 6,000 workers. Halla is 
investing £17m and is in pro- 
duction. LG is now employ- 
ing more than 500 people on 
one of Its two sites. 

In the short to medium 
term, experts disagree about 
how big an effect tbe current 
uncertainty in east Asia will 
have - bat long-term they 
are united in their belief that 
the relationship will con- 
tinue to bear fruit 

The Welsh Development 
Agency admits nobody 
knows what will happen in 
the Immediate future, but 
James Turner, managing 
director of the international 


division, is looking at the 
bright side. 

“We just need to recognise 
those companies have made 
important, long term deci- 
sions about needing a posi- 
tion in the European market- 
place and the suitability of 
Wales to provide that base," 
he said. 

"ft could well be in 
tbe nature of their business 
that the European market- 
place becomes even more 
important in the near 
future." 

But whatever happens, the 
WDA insists that the Welsh 
economy Is strong enough to 
survive it. "Those invest- 
ments are three of some 380 
in Wales, so we have got to 
look across the spectrum of 
the whole of the interna- 
tional portfolio which we 
have here," added Mr 
Turner. 


UK NEWS DIGEST 


Pound strength 
hits exports 

The strength of sterling has finally taken its toll on 
exports, government figures showed yesterday. Hie global 
goods trade deficit widened from £616m ($1 ,041m) in 
August to £125bn in September. The deficit, the biggest 
since July 1996, confirmed analysts' forecasts that the 
strong pound would eventually feed through into a deter- 
iorating trade position. Many were surprised it had not 
come earlier. Tbe total trade balance - Including services 
- worsened from a surplus of £64m in August to a deficit 
of £552m in September. Hie deterioration of the total bal- 
ance In September was accounted for mainly by the trade 
deficit on visible goods excluding oO, which widened from 
£973m to £1.62 bn. Export volumes fell by half a percentage 
point compared with August, while import volumes rose 
by around one and a half per cent, according to provi- 
sional date Wolfgang Afdnchau 

m COAL INDUSTRY 


Sales drop threatens RJB mines 

Ministers were last night considering a range of measures 
to assist tbe coal industry after RJB Mining, England's 
biggest coal producer, failed to secure sufficient sales to 
prevent tbe loss of more than 5,000 jobs. RJB said yester- 
day it had won a contract to supply National Power, tbe 
electricity generator, with 18m tonnes of coal over three 
years, beginning next April - half the volume the genera- 
tor has previously taken. Together with past deals and 
expected sales RJB faces a 10m tonnes fall in sales next 
year to 20m tonnes. RJB would not be drawn on which 
mines could be shut Richard Budge, founder of RJB, will 
meet his board of directors on Monday to set up a detailed 
review of its operations over coming weeks. However, 
industry analysts said to achieve the retrenchment in pro- 
duction the company could shut up to nirn> of its 15 deep 
mines, or the Selby complex in northern England, which 
has annual production of 10m tonnes. Simon Holbertan 

RAIL PRIVATISATION 


Minister to tighten grip on sector 

John Prescott, deputy prime minister and chief transport 
min ister, intends to tighten his grip on the rail industry 
by regulating the three rolling stock leasing companies 
for the first time. The companies have made big profits 
since being privatised, but were exempted from the previ- 
ous government's regulatory regime. It is understood Mr 
Prescott shares the view of John Swift, rail regulator, that 
the three companies should be regulated to ensure they 
invest sufficiently in new tr ains , “John Swift identified a 
weakness in the regulatory regime and ministers feel the 
same way," said a senior government official. 

The disclosure could cast a cloud over attempts by 
Nomura International, the Japanese banking group, to 
seD Angel Trains, one of the leasing companies. Nomura 
holds an 85 per cent share in the company, which is 
expected to make operating profits of £147m in tbe year 
ending March 1998; the other shareholders are Babcock 
and Brown, the US leasing group, and Prideaux Associ- 
ates, its management Three potential buyers are on a 
shortlist to acquire Angel Trains, but concerns have been 
expressed that if the rolling stock companies are regu- 
lated, future earnings could be hit George Parker 

ARCHITECTURE 


Train depot wins FT award 

A train depot with “the 
dignity of a modern 
cathedral” in east Lon- 
don is this year's Finan- 
cial Times Architec- 
tural Award winner. 
Mark Fisher, architec- 
ture minister, last night 
presented the 30th 
annual award for the 
Stratford Market train 
depot (pictured) for the 
Jubilee line extension 
to the London Under- 
ground. Lord Blakenham. former chairman of Pearson, 
which owns the Financial Times, and chairman of tbe 
judges, said: “Our 30th award year has reached the high- 
est standard yet." The architect of the winning project is 
Chris Wilkinson Architects and the main contractor is 
John Laing Construction. All the new stations for the line 
have been designed by leading architects selected by 
architectural competition. The design quality is not lim- 
ited to the publicly visible stations but to the service and 
staff buildings. This is very much in tbe tradition of cor- 
porate design quality that London Transport began in the 
1930s under the direction of Frank Pick. CoUn Amery 

MAIL SERVICES 



Chairman calls for independence 

The Post Office should be turned into an independent 
publicly owned company regulated by parliamentary 
charter with the government as sole or principal share- 
holder. Post Office chairman Sir Michael Heron told the 
House of Commons trade and industry committee yester- 
day. “The longer we have to wait, the more intense are 
tbe competitive pressures we have to face," he said. John 
Roberts, Post Office chief executive, said the govern- 
ment’s delay in reaching a decision gave competitors a 
further advantage. “Within a 20-mile radius of my office 
in London, the post offices of Holland. Sweden, Denmark, 
Switzerland and Belgium have set up sales offices and are 
hontlng orders for UK mail." Robert Taylor 


'If you conclude that you have no competitive advantage, then why not close?’ 

London profits warning for banks 


By George Graham, 

Banking Editor 

Many banks should consider 
shutting their London 
operations unless they can 
find something that gives 
them a strategic advantage 
in an expensive and very 
competitive marketplace, 
says a survey commissioned 
from the Deloitte & Touche 
consultancy by the Foreign 
Banks and Securities Houses 
Association. 

It found that pressure an 
profits was viewed as the 
biggest threat facing 
operations in the capital. 

Non-UK banks, especially 
those which do little more 
than take part in low margin 
loan syndications, needed to 
take a hard look at what 
they were doing in London. 

Steve Almond, partner in 
charge of Deloitte's fina n cial 
services consultancy, said 
ihe results of a serious stra- 


tegic review could be unpal- 
atable. 

“If you conclude that you 
have no competitive advan- 
tage, then why not close 
down? Unless you decide you 
are in London not to make 
money but just as a flagship 
operation,” he said. 

Mr Almond said many 
hnnfcg had originally come to 
London to follow their, key 
corporate customers. There 
was, however, no point in 
taking part in unprofitable 
syndicated loans to these 
customers if you were not 
equipped to offer more 
sophisticated and profitable 
services that would allow 
you to build on that len d in g 
relationship. 

There are more than 400 
h antes in London, but only 15 
employ more than 500 staff 
while 278 employ fewer than 

50. . _ 

Although smaller banks 
were more worried abont 


declining business volumes 
than bigger institutions, 
they expressed less anxiety 
about profit pressures. “That 
may be because they don’t 
realise they are actually las- 
ing money in real terms.” Mr 
Almond suggested. 

Banks which decided not 
to withdraw should give 
greater consideration to 
partnerships with other 
banks and to outsourcing. 

The FBSA survey still 
showed London was well 
positioned as an interna- 
tional financial centre. Only 
property costs were seen as 
a significant disadvantage. 

Worries are surfacing, 
however, that the new 
Financial Services Authority 
- the new integrated regula- 
tor for the City - may adopt 
a more consumer-oriented 
approach. This was cited in 
the survey as tbe single 
greatest threat to London’s 
position. 


The City's main advantage 
lay not so much in the tradi- 
tional financial liquidity of 
its capital markets as its 
“intellectual liquidity": 
expertise in complex finan- 
cial instruments, product 
innovation and support from 
accounting and legal advis- 
ers. 

“It is the place to 
get things done, the finan- 
cial R&D centre." the study 
said. 

Some big international 
investment banks bad made 
London their global centre 
for sophisticated products 
such as exotic derivatives 
or emer gin g markets securi- 
ties. 

On the other hand, they 
and other banks were trans- 
ferring mature businesses 
such as their foreign 
exchange trading, which 
used to be London's pre- 
serve. back to their head 
office. 



In business as in motor racing, 
you can’t beat being at 

Le Mans for the race. 


la the heart of an exceptional motorway network, 
Le Mane-Sarthe has excellent road links to tbe rest of France 
and Europe. Although Puis is not far away (less than 1 hoar 
by TCV), the setting np costs and rents make the region an 
attractive location. In terms of performance, it is an impor- 
tant centre for tbe motor industry in France and one of the 
main centres for the agricultural produce industry. 
Like Philips, who have chosen to base a World Mobile 
Telephone Centre here, you have everything yon need to 
soeeewd in Sarthe. So. make a beeline now. 


Le Mans - Sarthe 
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B uildings that can 
diagnose and heal 
themselves using 
organic materials 
could become commonplace 
by the end of the next cen- 
tury, according to leading 
construction scientists and 
engineers. 

A study of 10 materials or 
technologies “that could 
have a significant impact on 
the design and construction 
of buildings over the next 
100 years” was launched this 
week at InterbuUd, the UK's 
largest construction exhibi- 
tion at the National Exhibi- 
tion Centre in Birmingham. 

Futuristic concepts 
included heated roads con- 
structed from electricity- 
conducting concrete and 
green digesters and whole- 
house waste recycling units 
capable of treating almost all 
household waste. 

Pre-programmed voice and 
palm recognition chips able 

to amend, lighting, ventila- 
tion and heating simply by 
an individual entering a 
room are already feasible 
A nd will be used increasingly 
in 21st century homes and 
offices, say the engineers. 

The study, conducted by 
Ove Arup consulting engi- 
neers, asked experts includ- 
ing the UK's recently priva- 
tised Building Research 
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TECHNOLOGY 



Building for 
the future 

New materials will have an important 
impact on construction, says Andrew Taylor 


Establishment to forecast 
five “new” materials or tech- 
. nologies likely to have a sub- 
stantial impact on building 
over the next 20 years. They 
were then asked to identify a 
further five that might be 
widely used by 2100. 

Solar power, employing 
photovoltaic cells to capture 
and convert the sun's 
energy, is an obvious candi- 
date amo n g gristi ng technol- 
ogies likely to be In demand 
in an increasingly energy- 
efficient and pollution cons- 
cious age. 

The study says: "With new 
materials achieving efficien- 
cies or as high as IS per cent 
for converting the sun's 
energy Into electricity, and 
new manufacturing tech- 
niques that dramatically cut 
the time and cost needed to 


produce these solar cells, 
power from the sun ia 
starting to became economi- 
cally competitive.” 

The benefits of solar power 
are not restricted to sunny 
climes. The University of 
Northumbria In latitude 55° 
north h as incorporated pho- 
tovoltaic panels on the south 
free of a four-storey bunding 
which generate sufficient 
electricity to export to other 
parts of the campus. 

In future many south- 
facing walls could be cov- 
ered in gleaming silicon 
jwa tfffld of traditional brick 
and concrete, according to 
engineers. 

Concrete, a much older 
building 'iTMtwjfl i which has 
been around for at least 2000 
years, is also expected to 
undergo a transformation 


over the next two decades 
thanks to a new processing 
technique of impregnating 
concrete with super-cooled 
carbon dioxide. 

. The finish is stronger, 
harder and. most impor- 
tantly, waterproof as water 
Is sucked out by the process. 
Because the carbon dioxide 
acts as both a liquid and gas. 
It can dissolve other matart- ' 
ala »Ttd carry into the 
concrete. 

Filling concrete with met- 
als would enable the mate- 
rial to conduct electricity 
enabling the construction of 
heated walls, roofs, drive- 
ways and even roads that 
could melt arrow and Ice, 

Some of the meat fascinat- 
ing predictions concerned 
the use of new materials. 
Fibres produced from plants 



such as jute, hemp, sisal, 
flax and cotton are already 
being used to reinforce plas- 
tics and resins. In Australia 
one company is producing 
wall boards made from 
sheeps* wool embedded in a 
resin matrix. 


More natural fibres, ia the' 
form of composites, . are 
likely to appear on fruflrttng 
sites dyer the next two 
decades. They have the 
advantage of being light but 
strong and can be moulded, 
into shapes for specific appli- 


cations, --say engiuwre. 

Keseandwrs are also wst 
ing (Hi natural . alteniauves 
toptostica. The posmWUty “ 
%mwg cashew shell liquid 
into a -strong polymer, for 
example, is being invest!" 
.gated,.. 

- Or ganic materials by the 
end of the next century may 
even be used' to construct 
self-repairing buildings. 
Genetically modified plants 
organisms might be able 
to generate new material to 
plug -gaps,- prevent leaks and 
provide secure insulation. 
7 says the study. . , 

.. Researchers have devel- 
oped glass and polypropyl- 
ene fibres that carry an 
adhesive or repair agent far 
the surrounding material, 
such- as concrete When the 
material is stressed the fibre 
is stretched and breaks, 
releasing the adhesive to fill 
any cracks and stabilise the 

Engineers also . predict 
advancements In nanotech- 
nology which would allow 
the development of tiny 
micfftnnacUlnes or robots 
able to conduct repairs as 
these are detected by sen- 
sors." 

If beat sensors detected a 
point in a wall letting in 
. heat, robots could be des- 
patched to the area to check 
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away with the need for a 

main sewage system. 

Whole-house recycl g 
units .they say. would « 
able to accommodate every- 
thing from food to metals 

^osMuJortantly. home 
decoration could be aduewjj 
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Drug starves 
cancer tumours 

Cancer treatment* are often 
frustrated by theahDity of 
tumours to become 
resistant to drugs. . 
Acquired drug resistance 
occurs tn neariy a third of 
all cancer patients 
undergoing chemotherapy, 
A possible way round - 
this problem focuses on the 
supply of blood to the 
tumour. The cells in the 
membrane that Une blood 
vessels are gwaticany 
mere stable than those eC - 
tampon and so less likely 
to became driW resistant 
Scientists at the Dana 
Father Cancer Center and 
Harvard Medical School 
experimented with 
undoatatin, a drug that 
strongly inhibits blood 
vessel growth. When they 
used it on mice with 
tumours, they found that 

the tumours regressed- The 

treatment, which ms 

stopped once the - 
blood-starved tumour 
regressed, was repeated 
once the tumours had 
regrawn. Altar several - 
treatment cycles, the 


tumours appeared to lose 
flnrfr ability to regrow. 

These results, published 
In today's Nature journal, 
are “unprecedented and 
could herald anew era of " 
oncer treatment,” 
according to Robert Kerbel, 
a cancer expert at the 
University of Toronto. But 
he warns that this 
.approach could take some 
years to reach clinical 
fruition. 

Dona Farber Cancer 
Center US tel 8173557661; 
fax 6173557662. 

Advance in land 
mine detection 

One of the problems in 

clearing land mines is the 
difficulty of discriminating 
between real mines and 
other burled objects using . 
themmmanly-uaad 
detectors based <m 
electromagnetic i nduction. 

But the use of microchips 
and advanced signal 
processing techniques 
could cut down false 
alarms by a factor of five, 
according to universities 
taking part In a 90m 
<£&5m) US Army-funded 
un iv ers i ty re se arc h effort 
to develop new approaches 
to land mine detection. 

The research®* at Duke 
University behove that the 
enhanced detectors would 
be aide to calculate the 
probability .that an object 
was a mine, based on 
features such as its 
symmetry. 

Similar analytical 
techniques might also be 


applied to the search for 
plastic mines. The 
researchers suggest 

pairing the ground with 
water to boost the soil's 
conductive properties. 

Since plastic mines are 
poor conductors, they could 
be identified by their 
failure to signal. 

Duke University: US. tel 
9296818057; e-mail 


Fruitful look into 
ripening process 

US scientists have 
Identified a 
naturally-occurtng 
compound that causes fruit 
to ripen more quickly and 
last longer once picked. 

The compound, called 
lysophosphatkiyl' 
ethanolanrtaje, or LPE. can 
be found in many plant and 
antmai tissues, Including 
egg yolks and soybeans. It 
appears to work by 
Inhibiting an enzyme 
involved in breaking down 
plant membranes during 
plant ageing. 

When borticulturalists at 
the University of 
Wtscxmain-Madison sprayed, 
LPE an apple trees and 
cranberry bushes two 
weeks before harvest, they 
ripened more quickly and 
developed a redder colour 
than fruit that was not 
treated. The fruit that had 
been sprayed also remained 
crisp longta - in storage. 

University of 

Wisconsin- Madison: US tel 
6082625782; web, 
iomo.wisc.edu 


PUBLIC NOTICES 


Uniforms repel invaders 

help them weave protective 


W ays to turn the 
humble soldier's 
uniform into a 
garment that keeps out 
biological and chemical 
warfare agents as well as the 
wind and weather are being 
examined by tbe US Army. 

Researchers at the Soldier 
Systems Command in 
Natick, Maryland, are 
reviving a 60-year-old 
technique to help make a 
uniform a safer place to be. 
They hope the techniqu e, 
called electrospinning, will 


catalysts directly into the 
fibres of a soldier's 
battledress to soak up 
life- threatening eh<wwipai« 
before they reach the »Wn. 

Heidi Gibson, a polymer 
scientist at the Natick 
Research, Development and 
Engineering Centre, says the 
first patents on 
electrospinning were filed in 
the 1930s but only now is it 
enjoying a revival, as 
interest has risen in 

pmH iwrfng HntHlng c o ated 


with protective membranes 
or fitted with active linings. 

Electxosplnning involves 
taking a solution of a 
polymer, charging it to a 
minimum of 5,000 volts and 
then directing the jet of 
solution towards an earthed 
target As the droplets of the 
polymer disperse, they 
produce a web of fibres that 
are between 200 and 20 
nanometres wide. 

Dr Gibson says 
electrospinningls the best 
way to produce fine fibre 


fabrics that can be used to 
make ffl gtV n E ‘ or i totog s 
"Nothing can beat 
electrospinning in terms of 
producing consistently tiny 
sub-micron sized fibres." 

Because the fibres are 
small and shm they have a 
very high surface area. Dr 
Gibson says that when a 
catalyst Is incorporated it 
will last a long time and be 


may be possible to use 
electrospinning to coat the 
cotton fibres that are used to 
py ik e fab ri cs for ^tfriwnii . 

She adds that another 
advantage of tbe technique 
Is that the target can be any 
shape, so membranes can be 
fanned over all kinds at 
three- dhnengtonal gimp** 

Already some companies 
are beginning to use - 
electrospdnnjDg to produce 
very fine filters far clinical 
applications or far the ah- 
purifiers used to keep 


able to neutralise noxious industrial clean rooms free 
chemical agents directed at a of dust and contaminants. 

Eventually, she says, it Mark Ward 
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Cinema/Nigel Andrews 

Movie -maker 
is master of 
the dance 


ARTS 


B ritish movies are 
everywhere. They 
walk and talk, they 
sing and dance. They 
spread like rivulets 
into every crack in world screen 
culture. Ten years ago our film- 
makers could not get arrested. 
This week - a typical one - they 
have directed four films, with 
only one a runaway American 
project. 

What does it all moan? Probably 
that after 11 years of Thatcherism, 
when the nation stood at salute 
before a messi anic new political 
order, we are all loosening our 
ties and lives a little now that the 
commander-lzhchief has left 
. Sally Potter's wonderful The 
Tango Lesson is an illustrative 
movie-hallucination. The director/ 

THE TANGO LESSON 

Sally Potter 

UNDER THE SKIN 

Carine Adler 

KEEP THE ASPIDISTRA 
FLYING 

Robert Blerman 

ALIEN: 

RESURRECTION 

Jean-Pterre Jeunet 

ONE NIGHT STAND 

Mike Figgis 

THE MYTH OF 
FINGERPRINTS 
Bart Fretmdtich 


writer/star even looks a little like 
Mrs T. mitigatingly crossed with 
Isabelle HupperL Potter plays her- 
self, a director doodling her way 
out of a creative block by dream- 
ing. then shooting, a tale of mad 
romance. After meeting a hand- 
some tango lizard called Pablo 
(Pablo Veron) in Paris, who 
teaches her to live, love and 
dance, she and he go to South 
America, meet two more lizards 
and start filming . 

Shot on a starvation budget 
with no stars, this Cinderella tale 
will probably be seen by an audi- 
ence of five. It deserves five mil- 
lion. Potter could have helped it 


commercially, but ruined it artis- 
tically, by casting semi-famous 
people. Tilda Swinton, her prima 
diva in Orlando . could have 
played the heroine to some mar- 
ketable heart-throb’s Pablo. 

But the perverse and beaky' 
plainness of Potter lends the film 
poignancy and an astringent com- 
edy. Her presence also blurs the 
ait/reahty divide. Did she actually 
fall in love with the real-life Pablo 
or is it part of the script? And did 
she actually learn the tango? -Sh e 
must have, to judge by her strut- 
ting, heel-swishing panache as 
better and better dance numbers 
are magicked forth, everywhere 
from restaurants to airport trave- 
lators. 

. The Tango Lesson goes far 
beyond a MQDs and Boon wish- 
myth set to music. Since Potter is 
a hard-hat from the heyday of 
British Film Institute semiotics 
(she made the near-impenetrable 
Cold), she toughens her film with 
symbolism even as she deals out 
six-handkerchief story twists. 

Ponder the first image alone: a 
white square of paper an a circu- 
lar white table. This whole film is 
about opposite hut superimposed 
sexual heraldries. It is about a 
“weaker sear” strong enough to 
fight while soft enough to feel. It 
is about who leads whom in a 
cultural collision involving a 
woman movie-maker and a male 
master of the dance. And in on- 
screen conversations as winding. 
hwdng and darkling- as the Fritz 
T^mgian streets the couple walk, 
it is about how to reach towards 
the three most important things 
in art faith, hope, and clarity. 

* 

In Under The Skm another British 
woman film-maker deals with life 
and love. On a microscopic budget 
Carine Adler presents the tale of 
man-eating Iris (Samantha Mor- 
ton) in volatile, lava-lamp colours. 
The unstable youngster responds 
to the death of a mother she 
believes neglected her (Rita Tush- 
fngham, ghosting in from a previ- 
ous British renaissance) by bed- 
ding every male in sight. Her 
sister is appalled. So are we. But 
we keep watching, though not 
sure if we are voyeurs or sym- 
pathisers. 

It is not a nice story, but it Is 
bizarrely believable. The heart 
has compulsions, and craves com- 
pensations, that the brain has no 



Director who plays herself: Sally Potter and Pablo Veron in The Tango Lesson' 


accounting for. Haunted by Mum 
- she dresses in the same wig, 
even communes with her voice in 
the lost property office where 
(symbolically) she works - Iris 
seeks out fires as consuming as 
those that cremated her parent 
Her one-night boyfriends realise 
they are dealing with dementia 
not desire. “You're f— ing mad," 
says one, adding “1 like that in a 
woman." 

The film's one-track story risks 
becoming as xnonomaxuacal as its 
heroine: it might have been more 
effective at GO rather than 82 min- 
utes. But it still has a clammy, 
livid compulsJveness, like a bad 
dream that hag spilled into day- 
light. 

★ 

No such redem pti ve untidiness in 
Keep The Aspidistra Flying . 
Author Eric Blair (a.kji George 
Orwell) is spruced up for the age 
of Tony Blair. He comes up bright, 
grinning and New Labour. The 
poet hero applauded by Orwell in 
his 1930s novel for divorcing his 
advertising job and marrying pov- 
erty is hurrah’d here for a second 


divorce. To the tears of a grateful 
nation, girlfriend (Helena Bonham 
Carter) and hopefully audience. 
Gordon Comstock (Richard E. 
Grant) quits his garret in the last 
reel to return to family values and 
the job. 

Even before that writer Alan 
Plater and director Robert Bier- 
man cocoon him in a high-gloss 
comical inanity worthy of the 
Boulting Brothers. We half -expect 
Miles Malleson to come tootling 
round corners or Li 2 Fraser to 
play cockneys with hearts. (We do 
get Liz Smith doing Irene Hand! 
as Grant’s landlady). The danger 
of a New British Cinema spread- 
ing in all directions is that some 
of it will spread, dismayingly, 
backwards. 

* 

Dejd vu is not confined to Britain. 
Aden: Resurrection is one come- 
back too many for the squishy 
space reptile with retractable 
jaws. This time a starship 
hijacked by booty-hunters is in 
turn hijacked by the monsters. 
Exhibiting no table manners, they 
eat everything pot before them. 


The film is so noisy and relent- 
less that I started to hallucinate. 
The alien’s jutting, slavering jaw 
seemed to become interchange- 
able with those of an Increasingly 
prognathous-looking Sigourney 
Weaver, (lake owners with dogs, 
do horror stars come to resemble 
their demons?) And I thought I 
saw the name - no, surely impos- 
sible - of Jean-Pierre Jeunet. 
maker of the fine French art 
movie Delicatessen, as director. 

* 

Surely, too, Mike Figgis of Leav- 
ing Las Vegas could not have 
made One Night Stand! This is a 
new genre, and one we hope is 
immediately obsolete: the PC 
romance. Every character is a 
downtrodden minority. Black 
Wesley Snipes falls into bed with 
Euro-drifter Nastassja Kinski 
(doing something for the UN), 
while his Indo- American wife 
(Ming-na Wen) looks on and his 
gay. HIV-positive best friend (Rob- 
ert Downey Jr) drivels out death- 
bed blessings to the lovebirds. 

Story points are person-handled 
into place with no concern for 


plausibility, only for right-on exis- 
tential politics. We know we are 
in deep trouble when the only 
character we warm to is a dog 
with a comical gift for smelling 
out its owner's sexual peccadil- 
loes. 

★ 

The Myth Of Fingerprints is worse 
but better. First-time filmmaker 
Bart Freundlich has none of Fig- 
gis’s mobile grace as an imagist: 
be nails the camera to the floor 
and lets the characters get on 
with it. But at least they do. A 
Thanksgiving weekend plays host 
to conflicted sisters (JuJianne 
Moore, Laurel Hollman) and con- 
fused brothers and boyfriends 
(James LeGros, ER's Noah Wyle). 
while Ma and Pa (Blythe Danner. 
Roy Scheider) stimulate the crises 
while trying to smooth or resolve 

thpm. 

The set-up is classic Americana. 
The family that downloads 
together explodes together. But a 
fine cast blows how to turn a 
witty phrase, and to steer a long 
night’s journey towards illumina- 
ting day. 


E ven when Adrian Noble 
gives the Royal Shake- 
speare Company one of 
his less remarkable 
Shakespeare productions, the 
result is interesting for exemplify- 
ing the most characteristic cur- 
rent virtues (and/or vices) of the 
RSC. whose artistic director be is. 
The finest features of Noble's 
work are remarkably unobtrusive: 
they lie in utterance. His actors 
deliver both Shakespeare’s verse 
and his prose with complete and 
communicative freshness. Tonal 
beauty is not here an end in itself 
The language does not sound styl- 
ised, antique or difficult on these 
actors' Kps; in verse, the metre te 
simply a pulse that propels, with- 
out throbbing or limping. The 
audience breathes easily and Is 
never distanced. 

These virtues - not always pres- 
ent in the work of other RSC 
directors - do not ensure great 
Shakespearian acting, but they 
are an excellent basis. And. 
though nobody says this, they are 


Theatre / Alastair Macaulay 

Hilarity and pathos go by the Bard 


a real improvement, if memory 
serves, on the rather more virtuo- 
sic and cerebral RSC style o£ say, 
20 years ago. 

But if the basic level has 
improved, the higher peaks of 
interpretative artistry are surely 
far fewer than they were 20-odd 
years ago. Noble's new production 
of Twelfth Night has virtually no 
peaks at all It catches neither the 
farcical and satirical hilarity of 
the play nor its lovelorn and 
death-shadowed pathos, let alone 
the flickering alternation between 
darkness and light that ran make 
this the most heart-catching of 
Shakespeare’s comedies. It is, 
however, desperately, terrifically, 
frigbtfoDy. W"gH«h- It is littered 
with accents that mark regional 
and riiafta boundaries. Fabian talka 
wirnmnn, Marfa talkw Manmnlan, 


Olivia talks debutante (though 
God knows why, in these circum- 
stances, Noble lets Sebastian get 
away with those “haow naow” 
vowels and Viola sounds lower- 
middle-class). 

I t is also designed by Anthony 
Ward, with neither beauty 
nor wit, to belong at some 
nowhere- in-particular point 
in the 20th century. But not the 
present. Orsino and court, in 
bright velvet suits, start the play 
by listening to music on a 
wind-up 78rpm gramophone; Viola 
is first seen attached to a drip on 
a hospital bed; the women’s hem- 
lengths at Olivia’s court are all 
well beneath knee-level; the revels 
of Sir Toby and Sir Andrew occur 
beside an 11-foot-tall well-stocked 
refrigerator; Sebastian plays the 


tourist with a flash camera. There 
is a particularly stupid scene 
when Orsino’s male courtiers 
charge into a tiny but intensely 
steamy shower (Viola takes a peep 
at them), from which they emerge 
instantly dry; they then stand 
around with towels round their 
waists, doing nothing, for the rest 
of the scene. 

Music may be the food of love, 
but not Jason Carr’s. His drippy, 
ill-at-ease non-melodies hang 
Shakespeare's words out to dry 
like rags on gorse -bunches; no 
wonder Feste (Stephen Boxer) 
sing s with increasing flatness as 
the evening proceeds. 

One person alone behaves as if 
Twelfth Night meant something 
mare to him than a commission: 
Philip Voss as Malvolio. This won- 
derful actor beautifully shows this 


character's officious, joy-denying, 
juiceless rectitude; the dryness of 
his first speeches about Cesario 

(“Why, of mankind Not yet 

old enough for a man nor young 
enough for a boy") is perfection. 
In the garden scene, he shows 
both Malvobo's ' absurdity and his 
sincerity (“having come from a 
day-bed where I have left Olivia 
sleeping”). A pity that the produc- 
tion makes him appear merely 
silly (with a hairnet) when he 
descends to interrupt the mid- 
night revels. And the practical 
jokes on Malvolio are nastier and 
cheaper than I have ever seen; he 
is chained, like a dog, into a ken- 
nel into which Sir Toby pours all 
manner of filth. 

David Calder is an unamusing 
Toby. Claire Holman a winsome, 
small-souled, busy Olivia, Boxer a 


sourly sardonic Feste, Scott 
Handy a contrived, selfish Orsino. 
I rather enjoyed Susan Tracy's bit- 
ter Maria. Simon Scanfifield's boy- 
ishly sweet Sebastian, and John 
Quayle's feckless Andrew; the 
way Quayle hangs his head on 
one side to say “I was adored 
once, too", then looks wistfully 
askance, is lovely. As Viola, Helen 
Schlesinger sometimes speaks of 
love beautifully. But her acting 
style, which is rather to reveal a 
nervous condition than to exude 
generous energy, does Dot illu- 
mine the play. And - awkward 
though it is to have to say this - 
the RSC always has one (at least 
one) black actor, usually cast in 
an ungrateful role, who sounds (at 
least in Shakespeare) like sheer 
tokenism; in this instance, it is 
Evroy Deer, as Valentine, who is 
wholly out of his depth. 


In RSC repertory at the Royal 
Shakespeare Theatre. Strat- 
ford-upon-Avon. Sponsored by 
Allied Domecq. 
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Opera 

Barber 
as a 

string of 
squibs 

A t tbe Shaftesbury 
Theatre, tbe Royal 
Opera *5 new Barb- 
iere di Siviglia is 
larky and very very silly. 
That was to expected: it is 
not only designed by Nigel 
Lowery, like Richard Jones's 
infamous lampoon on the 
Ring cycle, but directed by 
him too. Some people will 
have regular fits of the gig- 
gles, others of apoplexy. 
There was more hissing and 
booing than I expected. 

Evidently Lowery's 
instructions ran, “Do what 
you like with the Barber. 
dear boy, but for God’s sake 
keep it cheap!” It looks it. 
Yet the opening-night cast 
(who alternate with a sec- 
ond cast this month and 
next with a third in store 
for February) sang very well 
indeed. Fortunately they are 
all, or nearly all, experi- 
enced in their roles; insofar 
as Lowery's endless, arbi- 
trary visual jokes permit, 
they impersonate Rossini's 
characters faithfully - 
almost as if they were in a 
real production of the opera. 

The coy. fetching Rosina 
is the Rumanian mezzo Car- 
men Opri$anu: lovely voice, 
much subtlety and wit. 
Roberto Frontal i sings Fig- 
aro powerfully, as brusque 
and rude as Belnshi in The 
Blues Brothers - a happy 
idea. Tbe cavernous Don 
Basilio is Sergej Aleksasb- 
kin, who maintains bis 
deadly aplomb even when 
entering upwards through 
the stage floor or down- 
wards from the flies. 

A s Count Alma viva, 
the American tenor 
Paul Austin Kelly 
sounded oiT-colour 
at the start, but mustered 
some proper Rossinian style 
as things went on. In the 
thankless tittle role of Fior- 
ello. Henry Waddington 
gives a sterling perfor- 
mance, and as Berta the 
maid big Yvonne Howard is 
rather sweet; instead of 
treating her one aria as an 
opportunity to show off the 
voice, she plays it for rueful 
character. 

Antonello Allemandi con- 
ducts with grace and 
finesse, quite onfazed by the 
silliness onstage. It Is not 
his fault that the comic ten- 
sions of the piece go for so 
little, since tbe story and 
the action are largely sacri- 
ficed to Lowery’s japery. 
This is not actually a pro- 
duction of Barbiere, but a 
loose string of squibs on it - 
some funny, others just 
effortful (like the policemen 
who strip off their uniforms 
to reveal burglars' garb). 

But Barbiere is proof 
against almost anything but 
bad singing; it will live to 
play another day. Mean- 
while there is quite a lot to 
enjoy in this travesty, if you 
aren't fussy. It would be 
nice, of coarse, to think that 
this “postmodernist" far- 
rago marks the last gasp of 
the old Covent Garden 
regime. Heaven knows what 
the kids at the schools- mati- 
nee in February will make 
of it. 

David Murray 
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m BELFAST 

DANCE 

Belfast Festival 

Tel: 44-1232-665 577 

Merce Cunningham Dance 

Company: Ocean. Inspired by 
James Joyce, this last 
collaboration of the 
choreographer with John Cage 
features 15 dancers, 112 
musicians and an electronic 
score; Waterfront Hall; Nov 27, 
28.29 


■ BERLIN 

DANCE 

Deutsche Oper 

Tel: 49-30-34384-01 
Deutsche Oper Ballet: Rosaflnde, 
choreographed by Ronald Hynd 
to music by J. Strauss; Nov 27 


■ BIRMINGHAM 

CONCERTS 

Symphony Hall 

Tel: 44-121-212 3333 

The Royal Opera; The Pilgrim's 

Progress, by Vaughan WHSams. 


Concert performance, conducted 
by Richard Hlckox; Nov 30 


■ BOLOGNA 

OPERA 

Teatro Comunale 
Tet 39-51-529 999 
wwwjiettunoJt/bo/ 
teatmcommale 
Turandot: by Puccini. Revival 
conducted by Dan isle Gattl in a 
staging by Hugo de Ana; Nov 30; 
Dec 2 


■ CHICAGO 

OPERA 

Lyric Opera of Chicago 
Tel: 1-312-3322244 

wwwJyricopera.org 

Amistad: world premiere of 

Andrew Davis’s new work about 
the 19th century anti-slavery 
campaign. Dennis Russell Davies 
conducts a production by 
George C. Woolfe; Nov 29; 

Dec 2 


■ HUDDERSFIELD 


concerts 

Huddersfield Contemporary 
Music Festival 

Tel: 44-1484-430 528 
• BBC Philharmonic: conducted 
by Charles Zacharie Bernstein in 
works by Ives and lou Harrison, 
and In UK premieres of works by 
Gerard Grisey and Iannis 
Xenakis. With the New London 
Chamber Choir and the 
University of Huddersfield 
Chorus; Huddersfield Town HaB; 
Nov 29 


• London Sinfonietta: Xenakis 
75th Birthday Tribute. Conducted 
by Markus Stenz. With 
percussion by Evelyn Glennie, 
soprano Patricia Rosario and 
violin soloist Clio Gould; 
Huddersfield Town Hall; Nov 30 

DANCE 

Huddersfield Contemporary 
Music Festival 
Tel: 44-1484-430 528 
Richard Alston Dance Co: 
Orpheus Singing and Dreaming, 
Light Flooding into Darkened 
Rooms and Okho. With scores 
by Harrison Birtwistle, Jo Kondo 
and Xenakis performed live on 

stage; Lawrence Battey Theatre; 
Nov 28 


■ LONDON 

CONCERTS 
Barbican HaO 
Tet 44-171-638 8891 

• The Sibelius Cycle: Sir Cofin 
Davis conducts the London 
Symphony Orchestra hi a 
programme comprising 
Symphony No. 6, Symphony No. 
7, and the Violin Concerto with 
soio&t Anne-SophJe Mutter; 

Nov 27 

• The Stoelius Cycle: final 
concert of the series. Sir Colin 
Davis conducts the London 
Symphony Orchestra in a 
prospamme including the Kullervo 
Symphony. With soprano 
Katarina Dalayman. baritone 
Peter Mattel, and the Helsinki 
University Choir; Nov 30 

OPERA 

English National Opera, 

London Coliseum 



Tel: 44-171-632 8300 
Falstaff: by Verdi. This 
co-production with Opera North, 
first seen in Leeds, is conducted 
by Dohnanyi and directed by 
Matthew Warchus. Cast indudes 
Alan Op’e in the title role; Nov 
27; Dec 1 

Shaftesbury Theatre 
Teh 44-171-379 5399 

The Royal Opera: II barbiere di 
Siviglia, by Rossini. New 
production staged by Nigel 
Lowery: Nov 27. 28. 29; Dec 1. 2 

THEATRE 
Riverside Studios 
Tel: 44-181-741 2255 
Oh Les Beaux Jours: by Samuel 
Beckett (1961). Peter Brook 
directs Beckett's French 
language version of Happy Days; 
Nov 27, 28. 29; Dec 2 


■ LOS ANGELES 

OPERA 

1- A, Opera, Dorothy Chandler 
PavfCon 

Tel: 1-213-972 8001 
www.laopera.org 
Countess Maritza: by Kilmin. 
Premiered in Santa Fe this 
summer, this Gvefy production by 
Linda Brovsky stare Ashley 
Putnam and is conducted by 
John Crosby; Nov 29; Dec 2 


■ MADRID 
CONCERTS 
Auditorio Nackmal 
Tet 34-1-337 0100 
Orchestra National de France: 
conducted by Pinchas Steinberg 
in works by Berlioz. R. Strauss 


and Liszt With piano soloist 
Jan is Vakarelis; Nov 29 

DANCE 
Teatro Real 

Tel: 34-1-516 0600 
The Royal Ballet Anthony 
Dowell’s staging of The Sleeping 
Beauty, with designs by Maria 
Bjomson; Nov 28, 29, 30; 

Dec 1.2 


■ NEW YORK 

DANCE 

New York City Ballet, New 
York State Theater 

Tel: 1-212-870 5570 
George Balanchine's The 
Nutcracker Nov 28, 29, 30 

OPERA 

Metropolitan Opera, Lincoln 
Center’ 

Tel: 1-212-362 6000 
wwwjnetopera.org 

• La Clemenza di Tito: by 
Mozart. Conducted by James 
Levine in a staging by 
Jean-Pferre Ponneile. Cast 
includes Anne Sofie von Otter 
and Anthony RoJfe Johnson; 
Nov 29 

• The Rake’s Progress: by 
Stravinsky. New production by 
Jonathan Miller, conducted by 
James Levine. Cast includes 
Dawn Upshaw and Samuel 
Ramey; Nov 28; Dec 1 


■ PARIS 

OPERA 

Optra National de Paris, Qp6ra 
Bastille 

Tel: 33-1-4473 1300 

Der Rosenkavafier by Strauss- 



New production conducted by 
Edo de Waart in a staging by 
Herbert Wernicke. Cast includes 
Rente Fleming, Susan Graham 
and Barbara Bonney; Nov 29 

Op6ra National de Paris, Pales 
Gamier 

Tel: 33-1-43439696 
The Merry Widow: by Franz 
Leh&r. Amnio Jordan conducts a 
new production directed by 
Jorge Lavelii, with sets by 
Antonio Lagarto; Dec 1 


■ SAN 
FRANCISCO 

OPERA 

San Francisco Opera, War 
Memorial Opera House 

Tel: 1-415-864 3330 
www.sfopera.com 

• Eugene Onegin: by 
Tchaikovsky. Yuri Temiricanov 
conducts his 1980s Kirov Opera 
production, with a cast including 
Anthony Michaefs-Mopre and 
Bena Prokina (replaced by 
Nicofie Foland on Nov 29); Nov 
28. 29; Dec 2 

• Pelites et Melisande: by 
Debussy. Conducted by Donald 
Runnicles in a production by 
Colin Graham. Frederica von 
Stade and Simon Keeniyside sing 
the title roles; Nov 29 

• Rigoletto: by Verdi. 

Conducted by Patrick Summers 
in a production by Mark Lamos, 
with sets by Michael Yeargan; 
Nov 30 


■ TOKYO 

CONCERTS 


Suntory Hall 
Tel: 81-3-3289 9999 
Staatskapelle Berlin: conducted 
by Daniel Barenboim in 
symphonies and piano concertos 
by Beethoven; Nov 27 


■ VENICE 

EXHIBITIONS 
Fondazione Giorgio Cini 
Tel: 39-41-528 9900 
Venice - from State to Myth: 
beginning with symbols of 
authority such as Carpaccio's 
great Winged Uon of St Mark, 
this grand display ranges across 
maps and portraits of the doges 
from the 16th through to the 19th 
century: ends on Sunday 


■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 

0 NBC Europe 
10:00: European Money Wheel 
Nonstop five coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financial Times Business 
Tonight 

• CNBC 

08.30: Squawk Box 
10 . 00 : European Money Wheel 
18.00: Financial Times Business 
Tonight 


IT 
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COMMENT & ANALYSIS 



Samuel Brittan 


A pale shade of green 

The chancellor may have more room to relax before the next election than 
he now admits - unless he is torpedoed by world developments 


F or more than 20 
years governments 
have issued docu- 
ments with green 
covers to float proposals 
without committing them- 
selves. It was therefore nat- 
ural to talk of a Green Bud- 
get which the chancellor 
would publish before his 
proposals had been set in 
stone. 

The pre-Budget report 
presented on Tuesday by 
Gordon Brown, the chancel- 
lor, was, however, certainly 
not a Green Budget - and 
not only because he feared 
confusion with “green" in 
the environmental sense. 
There were no detailed tax 
proposals other than a 
paper on corporation tax in 
a genre long established by 
earlier chancellors. Nor was 
there an assessment of fiscal 
policy far the next financial 
year. There was merely an 
updated trend projection of 
the government's medium- 
term Debt Reduction Strat- 
egy. which used to be called 
the Medium-Term Financial 
Strategy by the Conserva- 
tives. 

Mr Brown may well have 
been right to avoid a real 
Green Budget. The last gov- 
ernment stopped giving 
detailed revenue projections 

in the aut umn for the fiscal 

year ahead. When it did it 
was sometimes criticised for 
suggesting the need for tax 
increases, which could in 
the end prove unnecessary. 
At other times it was embar- 
rassed by public discussion 
of how to use a fiscal mar- 
gin which could vanish by 
Budget day Itself. Moreover, 
a government that reveals 
all its tax thinking opens 
itself to every hostile lobby 
and interest group intent on 
stopping reform. 

In any case the timw was 
clearly not ripe this autumn 
for an early disclosure of fis- 
cal intentions. The projec- 
tions suggest that there will 
be little room for fiscal 
relaxation next spring and 
therefore little political 
mileage in greenery. More- 
over Treasury work on 


many key policies - above 
all the partial integration of 
tax and benefits as part of 
its welfare- to-work plans - 
has not gone far enough for 
concrete proposals. 

We had to be content with 
the chancellor's indication 
that he was still hoping to 
introduce an improved ver- 
sion of the US earned 
income tax credit 

For what they are worth, 
the trend projections indi- 
cate a more favourable fis- 
cal prospect than the chan- 
cellor chose to admit. For 
beyond next year the fiscal 
position improves a lot The 
dotted lines in the chart rep- 
resent different assumptions 
about public spending. The 
lower “more cautious" chart 
assumes that the economy 
is already heavily over- 
heated, with output more 
than lVi per cent of gross 
domestic product above 
what is sustainable, and 
that therefore economic 
growth will have to slow- 
down quite a lot These esti- 
mates are cyclically 
adjusted. This is to try to 
ensure that the public 


finances are not made to 
seem better than they are in 
a boom and worse than they 
are during a recession. 

If one takes the central 
case both for public spend- 
ing and the state of the 
economy there is. by 200001 
a substantial underlying 
current surplus of 1 per cent 
of GDP. By 2002, the likely 
election year, the projected 
surplus will rise to about 3'/* 
per cent of GDP. On this 
assumption, there will be a 
cumulative annual surplus 
of more than E30bn to use 
for either extra spending or 
tax remissions or a mixture. 

All this may be blown 
away if the Asian economic 
crisis triggers a world down- 
turn. One criticism of the 
framework of policy adopted 
by the Treasury and the 
Bank of England is that it is 
too insular. The government 
will not be able to get away 
with large spending 
increases or tax cuts in the 
middle of a world slump on 
the basis of highly conjec- 
tural cyclical adjustments. 

The most noteworthy item 
in Mr Brown’s statement 
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was the proposed Code for 
Fiscal Stability. It embodies 
the conventional interna- 
tional wisdom. The cardinal 
principle is the “golden 
rule" that, over the course 
of the economic cycle, bud- 
get deficits will be Incurred 
only for investment. In 
other words the public sec- 
tor current account should 
be in balance. 

There is also the supple- 
mentary principle of bolding 
public sector debt below azi 
unnam ed stable and pru- 
dent proportion of the 
national income. The gov- 
ernment obviously has in 
mind something like the 
Maastricht criterion of 60 
per cent of GDP, which the 
UR Is comfortably within. 
The novelty is the proposal 
to embody the code in law. 

The principle of allowing 
for the economic cycle in all 
these objectives is sensible. 
But it is more easily said 
than done. The Treasury 
has already published a 
rather politicised post mor- 
tem on the 1960s in which 
previous governments are 
criticised for being too opti- 
mistic about short periods 
of budget surplus which 
were mainly due to the eco- 
nomic cycle. 

1 have taken another look 
at the controversial “tax- 
cutting" budget of 1988. 
Even the latest Treasury 
piece of hindsight can only 
criticise it for rough neutral- 
ity. At that time the Trea- 
sury did not publish cyclical 
adjustments. But the Organ- 
isation for Economic 
Co-operation and Develop- 
ment estimates showed a 
large swing into cyclically 
adjusted surplus amounting 
to 1.7 per cent of GDP. 
There is no reason to sup- 
pose that the Treasury and 
the Bank have found the 
philosopher’s stone which 
will enable them to avoid 
such diagnostic errors. 

They will not be avoided 
by erring on the side of pes- 
simism. Generals are always 
fighting the last war. If the 
world is now threatened 
more by recession than 


inflationary boom, then a 
combination of excessive 

pessimism and finanriaT 

conservatism by too many 
countries could be just the 
mistake we need least 

Fortunately, the UK strat- 
egy is not as rigid as it 
appears at first sight For 
there is a let-out clause say- 
ing that in some circum- 
stances the government 
might want to use its discre- 
tion to relax Or H g h tan up 

by more than that brought 
about by the automatic “fis- 
cal stabilisers”. But if the 
budget is to deviate from 
balance both because of the 
state of the business cycle 
and because of discretionary 
changes on top of that, how 
will anyone be able to moni- 
tor whether the fiscal code 
Is being kept or not? 

While the Treasury is deli- 
berately overcautious on its 
fiscal projections, it includes 
a more optimistic variant in 
its economic forecasts. Here 
it contrasts the central case 
with one in which the 
underlying or non- 
accelerating rate of unem- 
ployment - the Nairn - 
falls. These elements of 
untidiness are not a cause 
for complaint That is better 
than adhering rigidly to 
principles which could, turn 
out either wrong or inappli- 
cable to the period. This was 
the error made by Philip 
Snowden, another Labour 
iron chancellor, which 
helped to bring down the 
Labour government of 
1929-31. 

It is hardly surprising 
that Mr Brown did not have 
enough time to prepare a 
folly articulated budget-type 
document; and the result is 
obviously the work of many 
bands. 

We had one Budget from 
Kenneth Clarke last Novem- 
ber and another from his 
successor as recently as 
July. It would have been 
better to have waited until 
the spring far the next and 
to leave open until then the 
question of whether or not 
to have tentative Budgets in 
future autumns. 
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Support for Boeing different 
only in that it is not repaid 

****Hnr on its invests 


From Mr lan Mbs say. 

Sir, The letter from Mr 
Ron Woodard (November 25), 
intervening in the media 
debate over whether BAe 
should receive UK govern: 
meat support for the A340- 
500/-600 programme is, char- 
acteristically, disingenuous. 


post-merger, goes together 
with the Boeing contract for 
composite fuselage sections) 
and ihe UK. government pro- 
viding support for BAe for 
the development of a wing 
for the A340-500/-600? 

Or the minimum of 250 

people at Boeing working 


acteristically . disingenuous, people at Boeing working 

He repeats the usual aiafrn with McDonnell Douglas on 
that it is only the European airframe technology under a 

U ««« ' " * T 
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industry which receives gov- 
ernment support for com- 
mercial programmes. 

What is the difference 
between Boemg/MdDonnell 
Douglas receiving contracts 
from Nasa under the 
advanced composites tech- 
nology programme to build 
and test full-scale transport 
aircraft structures in com- 
posite materials (in the case 
of McDonnell Douglas, 

$160m for a composite air- 
transport wing; which now. 


5440m contract from Nasa 
linked to the high-speed 
commercial transport pro- 
gramme? These are just 
exa mples of the US govern- 
ment support to the commer- 
cial aircraft sector. 

But there is a difference. 
Boeing will not have to 
repay a qrn gift dollar back to 
the US taxpayers who are 
funding these programmes. 
The UK government expects, 
and does receive, all of the 
money back, plus a return 


a?ssis 55 ^, 

ardent- Need we remind 

him tliat the Boeing ‘In- 
pany into the jet atw- s . 

StheKCi35,amilitar> 

Unker paid for 
payers- Likewise, the Bocuv 
747 was spun off from 3 
deSorah^TU^for 
the US Air Force. 

As usual, the level playing 

field is only level when 

Boeing is the only team in 
play! 

Ian Massey, 
financial controller. 

Airbus Industrie. 

1 Bond Point Maurice 
Bellonte. 

31707 Blagnac Cedex. 

France 


ERM not stimulus for UK economic ills 


From Sir Bryan Nicholson. 

Sir, Ruth Lea. head of the 
policy unit at the Institute of 
Directors, encourages the 
politically convenient myth 
that our economic fils at the 
beginning of the 1990s were 
the result of our member- 
ship of the Exchange Rate 
Mechanism (Letters, Novem- 
ber 20). In fact, things went 
wrong before the UK’s late 
1990 ERM entry. Control of 
the economy had already 
been lost By early 1990 we 
were in recession and inter- 
est rates had risen to 15 per 
cent a full year before ERM 
entry. 


Few people remember that 
interest rates dropped on 
ERM entry and fell continu- 
ously during our period of 
membership. The economy 
had already been in recovery 
for some six months prior to 
our leaving the ERM, but no 
one believed it at the time. 
Domestic British policy and 
our choice (no one else's) of 
an unrealistically high ERM 
exchange rote entry level 
were the real culprits of 
recession and ejection. 

Ms Lea asserts that the 
IoD's position of saying No 
to Emu membership “for the 
foreseeable future” is frilly 


backed by the loD member- 
ship. I am an loD member of 
30 years' standing and have 
never been consulted. Like 
other loD members 1 know. I 
do not agree with the IoD 
position on Emu. The most 
recent survey of director 
opinion, carried out by Gal- 
lup (Daily Telegraph. 
November 10) showed 61 per 
cent of directors supporting 
Emu and 37 per cent against. 

Bryan Nicholson. 

Point Piper, 

LUley Drive, 

Kingswood, 

Surrey KT20 6JA, UK 


Peer groups aim at personal development 


From Mr Graham Thompson. 

Sir, Consortium teaming 
(Business Education: “Expe- 
rience times five”. November 
17) Is no thin g new. Senior 
executives meeting regularly 
in peer groups to learn 
together and from each 
other are now an established 


part of the business scene. 

My company, which 
focuses exclusively on chief 
executives, has some 4,700 
CEOs worldwide committed 
to meeting monthly as a part 
of their personal develop- 
ment In North America it is 
now not a question of 


whether, as a CEO, you 
belong to such a group but 
which organisation runs it. 

Graham Thompson, 
chief executive. 

TEC International (UK), 
12-13 Bridge Street. 
Winchester, Hants. UK 


FINANCE DIRECTOR. 

THE WORLD IS CHANCING. 


ARE YOU? 


Today ir's vital you know how business 
change affects you. Because to survive in a 
volatile world you have to know how change 
impacts on finance, so you can plan and 
successfully manage your future direction. 

The Role of the Finance Director and 
Organising the Finance Function are essential 
briefings which provide you with the 
knowledge you need. 

'Role of the Finance Director' examines trends, 
roles and functions of this vital position, 
including Finance Director as: 

• Director and strategist 

• Financial and treasury manager 

• Auditor and corporate governance manager 

• Planning and development manager 
■ Resource and relationship manager 

• Quality manager • Caring manager 


'Organising the Finance Function' examines trends in financial 
organisations, including: 
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How change is impacting on finance 
The three main aspects of financial 
management 

What top management looks to finance for 
Leading-edge financial management 



A new profile for finance 
The overall picture 
The departmental details 
Current (rends 
A look to the future 
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Personal View • Dominique Strauss-Kaha 


We’re in this together 


France’s wish for 
more co-operation 
across the euro zone 
would not limit the 
ECB's independence 

Since the 
European 
Council of 
Amsterdam in 
June, the 
French gov- 



ernment has insisted on a 
closer co-ordination of eco- 
nomic policies among the 
future participants in the 
European economic and 
monetary union. This idea 
was initially received with 
scepticism, hut significant 
progress has been made 
since June, as evidenced by 
a series of bilateral meetings 
1 had with my colleagues, 
and by the agreement I have 
readied with Theo Waigel, 
the German finance minis- 
ter, cm this issue. I am confi- 
dent that farther progress 
will be made in the run-up to 
the European Council of 
December where I hope to 
reach a final agreement. 

The reasons why the 
French government is keen 
on this issue have not 
always been, understood. Let 
me clarify. We have, no 
intention of putting pressure 
on the European Central 
Bank, whose independence 
is enshrined in the treaty 
and which will not take 
instructions from any Euro- 
pean or national body. Cen- 
tral bank independence is 
now part of French legisla- 
tion, and widely accepted at 
home. 

We do not intend either to 
form an exclusive club, 
whose members would de 
jure or de facto deprive other 
EU members from participat- 
ing in decision-making. The 
Council’s prerogatives are 
also part of the treaty and 
we do not mean to challenge 
them. 

The case, fra- a closer co- 
ordination within the euro 
zone rests on two argu- 
ments: one political, the 
other economic. The political 
argument is that, in the 
absence of a visible and 
legitimate political body, the 
ECB might soon be regarded 
by the public as the only 
institution responsible for 
macroeconomic policy. 

In the absence of a coun- 
terpart, citizens in the euro 
zone mi ght soon make the 


bank responsible for growth, 
employment, or even unem- 
ployment, whereas its man- 
date is to focus on the nar- 
rower objective of price 
stability. This discrepancy 
between the legal ma nd ate 
of the ECB and its percep- 
tion by European citizens 
would ultimately limit its 
room to manoeuvre. In this 
respect, emphasising the col- 
lective responsibility of the 
ministers of the euro zone 
could In fact protect the 
bank from misplaced pres- 
sures. 

The economic argument is 
no less compelling. Emu will 
transform the relationship 
between participating coun- 
tries: whatever the current 
degree of integration 
through goods and capital 
markets, the single currency 
will represent a qualitative 
leap. 1 The need to match 
increased monetary interde- 
pendence with closer eco- 
nomic and budgetary 
co-operation was recognised 
in the Maastricht treaty. 

But subsequent develop- 
ments - notably in the sta- 
bility and growth pact - 
have put more emphasis on 
co-ordinating national poli- 
cies through rules (for exam- 
ple. the no bail-out danse) 
and disciplinary provisions 
(sanctions for excessive defi- 
cits) than through common, 
diagnosis and joint action. 
My view is that, though use- 
ful for preventing excessive 
deficits, the stability pact 
will only provide limited 
information when deficits do 


not exceed or.approach the 3 
per cent threshold. 

Let- me give an example. 
Assume that in five or 10 
years, fiscal deficits in the 
euro zone are below 3 per 
cent; but are nevertheless 
deemed excessive, and that 
national governments intend 
to reduce them. If the gov- 
ernments act in an unco- 
ordinated fashion, the ECB 
will not be in a position to 
make an accurate assess- 
ment of the evolution of pub- 
lic deficits. It will then have 
to keep monetary policy on 
hold and will only be able to 
reduce interest rates after 
budgetary decisions have 
actually been implemented 
and started to deliver tangi- 
ble results. In view of the 
lags in the transmission of 
monetary policy, budgetary 
adjustments could therefore 
prove more painful than 
actually needed. 

If. on the other band, gov- 
ernments were able to co- 
ordinate and to commit to a 
policy, the ECB would be 
able to loosen monetary pol- 
icy in time (obviously, if it 
could do so without endan- 
gering price stability). Co- 
ordination could therefore 
help solve the informational 
problem arising from the 
coexistence of one monetary 
authority and several fiscal 
authorities. 

Exchange rate policy is 
another reason why consul- 
tation among euro zone par- 
ticipants will be needed. In 
virtually all countries with a 
flexible exchange rate 
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Stranss-Kahn: all EU members have a stake in Emu’s success 
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COMMENT & ANALYSIS 


Funding 
the Fund 


The Apec summit concluded on 
Tuesday with a ringing endorse- 
ment or the role of the IMF in 
ensuring global financial stabil- 
ity. This was a relief to those 
who had feared that the Asian 
nations might try to set up a 
separate “Asia fund” to help 
countries which got into diffi- 
culties, which could have under- 
mined the authority of the 
Fund. But questions are still 
being raised about how the IMF 
should play its role - and about 
whether it has the money to 
carry on doing so. 

The IMF has had an expen- 
sive year. It contributed US$4bn 
of its own funds to the rescue 
package for Thailand, and 
USSlObn to Indonesia. Next on 
the list will be Korea. The Fund 
does have US$200hn of quota 
funds, supplied by its memb er 
countries. However, about half 
is held in currencies which are 
rarely in demand. Some US$40- 
US$50bn has been lent out. This 
leaves around US$50-US$60bn 
for futore lending. 

Its financial situation is not 
critical. It does have an extra 
US$25bn available in the form of 
credit lines. But it is hardly 
flush with cash. This is prompt- 
ing some to suggest that the 
IMF needs to beef up its 
resources now, to ensure that it 
is ready to act if more financial 
crises occur. 

Some measures could be 
taken. In particular, renewed 
efforts should be made to final- 
ise approval of the plan for 
larger credit lines, the New 
Arrangements to Borrow, which 
has been under consideration 
for some time. But there is not a 
case for the IMF to have sub- 
stantially more money. 

Right reasons 

The first point to make is that 
bailouts do not have to be huge. 
Their main function is to 
restore international confi- 
dence. which in itself can solve 
a lot of problems. The money is 
important, if it is used for the 
right reasons .But to give out too 
much is dangerous. If the scale 
of IMF funding eliminated all 
risk that creditors would not be 
repaid, investors would no lon- 
ger attach risk premia to risky 


The changes 
Korea needs 


Whoever wins Korea’s 
presidential election next month 
faces a daunting challenge In 
repairing the economy. The leg- 
acy left by Kim Young-sam, 
Korea's first elected civilian 
president, has been little short 
of disastrous: a country in the 
middle of a financial crisis, with 
a rotten banking system and 
large industrial companies 
choking on their own debts. 

The cure is bound to be pain- 
ful. but a new administration 
and the involvement of the 
International Monetary Fund 
provide an opportunity for a 
Fresh start. Handled properly, 
this could lay the foundations 
for a quantum leap in develop- 
ment Such a quick and radical 
adjustment will require political 
courage, but a half-hearted 
attempt to muddle through 
would only* prolong the trouble 
and undermine public confi- 
dence in Korea's institutions. 

It is not difficult to see what 
has to be done. Korea needs a 
thorough dean-out of both its 
banking system and the balance 
sheets of its industrial compa- 
nies. Labour laws need reform 
in order to facilitate business 
restructuring. Government 
patronage of industry must end. 
and there needs to be an effec- 
tive competition policy to curb 
the power of big companies. 
These moves would end the 
surges of over-investment which 
periodically saddle industry 
with artificially induced excess 
capacity. 

Official support 
Pursued conscientiously, such 
changes would be profound. 
Dealing with the banks, for 
example, will involve closures, 
mergers, and government 
assumption of some of bad debt. 
But the price of official support 
should be a commitment from 
management to impose proper 
credit analysis and cut bloated 
costs Otherwise the gains from 
mergers will be squandered. 
Foreign bunk* should be invited 
into the market to provide fresh 
management and capital. 

Similarly, industrial compa- 
nies must lower gearing ratios - 
typically as high as 400 per cent 
- by cutting investment, closing 
loss making subsidiaries and 


selling peripheral businesses. 
Foreign buyers, who have tradi- 
tionally been spumed by Korea, 
should be welcome. The recent 
sale of Ssangyong Paper to Proc- 
ter and Gamble sets a healthy 
precedent 

Employment worries 

There can be no illusions 
about the short-term prospects. 
With or without adjustment, 
unemployment is likely at least 
to triple from its present rate of 
2.4 per cent Growth will slow 
sharply, with higher net exports 
one of the only bright spots. 
Domestic demand is expected to 
plunge as employment worries 
mount 

This is where both the gov- 
ernment and the IMF must exer- 
cise care. Korea faces a private 
sector financial crisis, not the 
sort of government-inspired 
payments problem to which the 
IMF is traditionally used. Its 
current account deficit is low 
and failing , and there is a his- 
tory of balanced budgets. Strin- 
gent fiscal restraint would com- 
pound the impact of private 
sector adjustment. The govern- 
ment can afford to borrow to 
finance its bank rescue. Insist- 
ing on. tax increases and spend- 
ing cuts to meet the cost would 
smack of overkill. 

One of the largest risks in the 
present situation is that labour 
unions, which have a long his- 
tory of violent protest, may 
resist adjustment Fear of a con- 
frontation with organised 
labour, coupled with an obses- 
sive desire among the bureau- 
crats to bang on to the levers of 
economic power, may lead the 
government to try and water 
down reforms. In the end that 
would only mean a longer and 
deeper recession. 

Much can be achieved 
through consultation and 
straight talking - as President 
Kim signally failed to under- 
stand during his bungled 
attempt at labour reform last 
winter. The crisis will give his 
successor an unprecedented 
opportunity to carry out long- 
needed reforms. The election is 
still wide open, but Korea must 
hope the eventual winner is 
already facing up to what must 
come next. 


Might Asia lose a decade? 

Stephen Fidler, Latin America Editor, asks what Asia could 
learn from the Latin American debt crisis of the 1980s 


countries. This would distort 
finanrHal markets. 

The second point is that the 
IMF itself does not have to pro- 
vide all, or even most, of the 
necessary funding. In some 
cases, governments are able to 
help themselves, by organising 
their own b orrowin g once confi- 
dence has been restored by the 
agreement of an IMF package. 
South Korea, for example, is 
aiming for a package of only 
US$20bn, indicating that it may 
borrow in the markets to raise 
the rest of the funds that it 
needs. 

Times of need 

And, as the packages for 
Mexico, Thailand and Indonesia 
have shown, regional govern- 
ments are often prepared to 
cough up for their neighbours 
in times of need. The IMF’s 
main role has been to co-ordi- 
nate their efforts, awd t impor- 
tantly, to impose conditionality. 

This strategy has worked 
remarkably smoothly so for. It 
may not always be possible - 
same countries, India being a 
good example, may not have 
neighbours rich eno u g h to hall 
them oat However, these cases 
are likely to be rare, as most 
countries large enough to need 
a substantial bailout will be 
important enough to the world 
economy far someone to have 
an interest in helping them. 

This does not wwan that the 
IMF should duck oat of provid- 
ing money altogether. It is 
important that the Fund con- 
tributes a substantial share of 
any rescue package. If its share 
is too small, then individual 
governments involved in the 
package may gain too much 
influence in dete rmining the 
conditions of the loan. To be 
listened to, the IMF needs to put 
its money where its mouth is. 

The IMF can never have 
enough to cover every eventual- 
ity. And it does not need to. Its 
role should be. as it has been in 
recent years, to co-ordinate 
loans to stricken countries, and 
to ensure that these Joans come 
attached with conditions. The 
quality of the conditions it 
chooses is for more important 
than the cash it can provide. 


A s new victims suc- 
cumb almost daily to 
Asia’s currency 
plague, parallels are 
being drawn with the 
deep crisis that followed Mexico's 
disastrous devaluation of the 
peso in 1994. 

That comparison is not wrong. 
But it is superficial. The more 
telling parallel is with Mexico’s 
1962 debt crisis, which heralded 
Latin America’s lost decade. The 
question for those nervously 
watching events unfold in Asia 
are: does this mean that the tiger 
economies are also on the verge 
of a prolonged economic slump? 

Many will think the compari- 
son between Asia and Latin 
American strained. Asia seemed 
like a miracle, at least until 
recently. America is often 
seen as an economic failure. But 
this is too narrow a perspective. 
“Look at Brazil in the 1960s,” said 
Paul Krugman, a professor at the 
Massachusetts Institute of Tech- 
nology. “Everyone regarded it as 
a miracle economy." Even now. 
growth in many Latin American 
countries over the 20th century 
stands comparison with that of 
Asia. Turn the clock back 15 
years, as our charts show, and 
Latin America looked as If it too 
had discovered the secret for per- 
petual motion. 

Throughout the 1970s, western 
banks were pouring money into 
the region not under the influ- 
ence of some collective madness, 
but because they believed in the 
Latin American growth story. 
Using arguments that resemble 
those that have assigned impor- 
tance to the role of Asia's “spe- 
cial values”, it was even said that 
rapid growth in countries such as 
Brazil owed something to their 
authoritarian governments. 

It is now clear the Latin Ameri- 
can debt crisis that followed 
Mexico's 1982 payments difficul- 
ties represented the death of an 
exhausted economic modeL The 
consequence of this was a long 
period of painful economic 
decline. It is equally dear that 
the crisis delivered a fatal blow 
to military governments across 
the region. 

If Asia were at the beginning of 
a similar process of painful eco- 
nomic adjustment, what would 
this mpaw for the authoritarian 
political masters of the region? 

Victor Bulmer-Thamas, an eco- 
nomics professor who beads Lon- 
don University’s Institute of 
Latin American Studies, says 
there are some parallels between 
Asia's currency troubles and 
those Mexico suffered in 199+95 - 
for example, in the devastating 
effects on the banking system of 
a big devaluation after a long 
period erf a pegged exchange rate. 

But he says that the deeper 
parallels are with 1982. In both 
Asia now and Latin America 
then, "this is the moment is 
when a particular paradigm or 
growth model has come to an 
end. It is not a cyclical problem.” 

Some economists are more 
forthright still “There is no 
Asian miracle,” says Jerome 
Booth, chief economist at ANZ 
Bank in London, echoing Prof 
Krugman’s celebrated artide The 
Myth of Asia's Miracle (Foreign 
Affairs. November 1994). “The 
Asian strategy typically involved 
strong state Intervention and 
direction of investment decisions 
- just wbat Latin America had 
gone through from the late 1940s 
to the 1970s.” In Latin America, 
this had yielded high growth 


Asia: following in Latin America’s shadow? 
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rates until inefficiencies in the 
allocation of resources were 
finally revealed by the 1980s cri- 
sis. 

It is true that there are signifi- 
cant differences. In comparison 
with Asia, Latin American coun- 
tries were dosed to trade and ran 
Inflationary economic policies. 
Asian countries also have many 
export-oriented companies with 
world-cla s s technologies. 

But both Latin America in the 
1970s and Asia in the 1990s were 
using imported capital to help 
generate high investment rates. 
The rate of investment was 
higher as a percentage of gross 
domestic product in Asia's case 
and the imported capital was 
Intermediated differently - 
largely through the stale in Latin 
America and through the bank- 
ing system and private compa- 
nies in Asia. 

In both examples, imported 
capital had as its corollary large 
current account defidts. In both 
instances too, the crises were 
worsened by badly run and 
poorly supervised banking 
systems, as well as by sharply 
overvalued exchange rates. 
(Asian leaders might do well to 
recall the 1962 promise of Jose 
L6pez Portillo. Mexico's former 
president, to defend the peso 
“like a dog". He could not appear 
in public for years afterwards 
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without being followed by people 
making barking noises.) 

If valid parallels exist, what 
can Asian governments learn 
from Latin America's 1980s expe- 
rience? It is plain that Latin 
American governments (schooled 
by bitter experience) are more 
adept at handling financial crises 
than their Asian counterparts. 

True, the Mexican government 
made fundamental mistakes 
before and immediately after its 
1994 devaluation that ensured 
deep recession in 1995. But the 
errors were quickly righted and. 
with US-led financial support, a 
tough adjustment programme 
has brought a rapid recovery. 

Similarly, the Brazilian govern- 
ment's response to its Asian- 
induced financial battering since 
October has been swift and reso- 
lute - it sharply increased inter- 
est rates and tightened fiscal pol- 
icy. It is too early to know 
whether these actions will save 
the Brazilian currency from dis- 
orderly devaluation. But its 
actions provided a sharp contrast 
with the weak initial response to 
the crisis of many Asian govern- 
ments. 

Analysts at fund managers For- 
eign & Colonial Emerging Mar- 
kets, for example, who character- 
ised the South Korean response 
to its crisis as “too little, too 
late”, have praised Brazilian 


action as “vigorous”. 

A more fundamental lesson 
from Latin America would be to 
avoid an early misdiagnosis of 
the crisis. Latin America's debt 
crisis was initially seen as a 
liquidity problem rather than an 
issue of solvency. Valuable time 
was lost - in effect until 1985 
when important changes in 
Mexico and other countries were 
introduced - before governments 
began to recognise that a funda- 
mental change in economic pol- 
icy was necessary. 

“The Asian countries that pros- 
per from this will be those that 
realise the depth of the structural 
reforms they will have to carry 
out,” says Mr Bulmer- Thomas. 
“Not just in economics but also 
in politics." 

The political task, he say’s, will 
be to rid countries of the “corrup- 
tion and cronyism” to which too 
many are prey and which will 
hold back economic recovery if 
not addressed. 

The simple answer to the ques- 
tion of whether the currency 
troubles will presage a lost 
decade for Asia is thus (assuming 
the crisis triggers no worldwide 
financial meltdown): it depends 
on the region's governments. 

Asia has myriad political 
systems, and a broad comparison 
with Latin America as a whole 
can say little light on how 
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Deutsche 

Dallas 


■ Industrial group Tbyssen’s 
supervisory board will have 
. other thing* on its minrt today 
. when it gets together to nod 
through the last year's numbers. 
Top of the real agenda’ in 
DfisseWorf is the planned 
merger wtthKnipp and the 
tussle between Dieter Vogel and 
Gerhard Gromme to lead the 
new group. The chief executives' 
power struggle - dubbed Dallas 
on Rhine - has become so 
intractable that a collapse of the 
merger is no longer ruled out. 

Vogel -will point to Thyssen's 
sparkling financial performance 
to back his case. He can 
probably count on the support of 
workers’ representatives on the 
Thyssen board, who have been 
cool towards Gramme since ■ 
Krupp's hostile bid this year. 

But there's no sign that Berthold 
Beta, 84-year-old head of the 
foundation that controls Xrupp 
and would be the biggest 
shareholder in the group, will let 
Xrupp be swallowed by Thyssen 
or abandon his protigt Cromme. 

Failure of the merger would be 
a grave blow for Germany 's 
consensus model of resolving 
conflict and cast serious doubt 
on industry’s new-found 
commitme n t to s h a reho lder 
value. Both sides agree that the 
plan makes economic sense. 


would be good for the two 
workforces and would produce 
annual synergies of DM 450m 
($263m). But what’s all that 
when egos are at stake? 


Of sum use 

« Credit Commercial de France 
is giving customers credit-card 
sized calculators to make those 
soon-to-be-vital conversions to 
the European single currency. 
Unto the euro arrives, punters 
can use the machines to convert 
to, for example, guilders. Swiss 
francs or D-Marks. One of which 
might come in handy for CCF's 
shareholders, if there's any 
foundation to market rumours 
about the bank's future 
ownership. 


High anxiety 

■ Fast-rising real estate tycoon 
Wong Kwan may be feeling a bit 
piqued about events on Hong 
Kong's Peak. About a year after 
be paid HK$375m (US$4&5m) for 
“Skyhigh", one of the territory’s 
most expensive residential 
properties, there are signs of 
cold feet among prospective 
buyers. 

Prompted perhaps by the 

tumbling real estate market 
some would-be purchasers for 
the five new luxury houses have 
foiled to come up with the 
deposits. This is something of a 


blow to Wong's lofty ambitions - 
he was expecting pre-sale 
agreements to net a tidy 
HK$468m profit 
Wong appears unruffled, citing 
satisfactory debt levels and 
enough fimds to proceed with 
investment In any event things 
would have to go very badly to 
put him back where he started - 
cleaning rattle trucks in the 
border town of Shenzhen. 


Popular appeal 

■ British prime minister Tony 
Blair’s rallying cry of “a people’s 
Europe" sounds less inspiring in 
eastern Europe, where most 
people didn’t enjoy living in the 
“people's republics” of 
communist tiw«. 

Foreign minister Robin Cook 
twigged this just in time: he was 
to have told Hungary’s 
parliament yesterday that 
Britain wanted the EU to 
become “a Europe of the 
people”. After a midnight 
rewrite, what Cook really, really 
wanted was “a European Union 
that belongs to the people”. 
That's what happens when 
rhetoric hits recilpoUttk. 


Club sandwich 

■ You’ve got to feel sorry for 
South Korea. It took years of 
ear-bashing to persuade the 
OECD that the country bad the 


right credentials to become a 
member. The ink was barely dry 
on Korea’s membership card, 
when along came a financial 
crisis big enough to knock the 
stripes off an Asian tiger. 

It’s not the first time that the 
curse of the OECD has struck. 
Remember Mexico's fanfare 
entry into the Paris-based club 
back In April 1994? The 
country's movers and shakers 
were still celebrating when tbe 
peso started to slide. 

Russia, which has got enough 
on its plate right now. must be 
thanking its lucky stars that it's 
been given tbe cold shoulder. 


White out 

■ When you're in trouble on a 
South Korean scale, you're glad 
of any help, even from an erratic 
pop star. Seoul bankers are 
hoping that American rocker 
Michael Jackson wfll buy the 
Muju winter sports resort in 
Cholla province from the 
troubled Sangbangwool group. 

Sangbangwool Is an 
underwear manufacturer which, 
with typical Korean hubris, 
decided to branch out into 
resorts only to discover that its 
chosen location was rather short 
of the most important ingredient 
- snow. Jackson is said to have 
been greatly impressed with the 
place when he popped in last 
month. Maybe he should have 
taken a toboggan along. 


exactly each country's political 
system will respond. 

But there are generalisations 
that a Latin comparison permits. 
The initial political response 
from parte of Asia has not been 
encouraging, in Thailand, for 
example, the government’s politi- 
cal weakness is clearly hamper- 
ing efforts to change. In Malay- 
sia. where political decision- 
making is more concentrated, the 
crisis has provoked a search for 
foreign scapegoats, amid huge 
resistance to the idea that cur- 
rent difficulties have home-grown 
characteristics. In Indonesia, 
where the government has been 
more willing to act, it is clear 
that there are important obsta- 
cles to reform within the presi- 
dential family. 

Emerging Aslan economies are 
likely to become increasingly dif- 
ferentiated from one another 
depending on how their govern- 
ments respond. In some, a pro- 
longed downturn or the reforms 
which now appear necessary will 
provide the trigger for political 
change. 

The undoubted parallels 
between Latin America and Asia 
should not obscure important dif- 
ferences. One of the most crucial 
Is tbe Latin countries' wide 
income and wealth disparities. 
For various reasons, including 
successful land reform in Korea 
and Taiwan and the lack of rural 
areas surrounding the city states 
of Hong Kong and Singapore, 
income distribution in Asia's 
societies tends to be much more 
equal. This provides for more 
social coherence in tackling eco- 
nomic problems. 

Moreover. Asian countries 
have been more open to interna- 
tional trade than was Larin 
America in the 1970s. As a result, 
the prices of tradeable goods are 
unlikely to be so distorted as 
they were in Latin America - 
though that is not necessarily 
true of the prices of non- 
tradeables. Because the discipline 
of the market has not been 
applied to sectors sucb as prop- 
erty - which are shielded from 
international competition - big 
price distortions have developed, 
opening tbe way for damaging 
asset price bubbles. 

Last. Asia enjoys a higher 
savings rate than Latin America 
does now and did back in the 
1970s. As a response to crisis, 
savings rates in Asia may now 
fall: that would be helpful to eco- 
nomic recovery. But they are 
likely to remain high enough to 
generate reasonable levels of 
investment and so avoid tbe 
investment collapse that has 
been the underlying cause of 
Latin economic weakness over 
the past 15 years. 

There are thus important 
grounds to believe that the Asian 
economies can avoid a lost 
decade. Mr Booth at ANZ argues 
that speculators may have done 
the region an enormous favour - 
by catching the distortions in the 
Asian economies at a relatively 
early stage. 

Asia may be able to reap the 
benefits of its model - without 
having to pay the enormous price 
is growth and high inflation that 
was paid by tbe people of Latin 
America in the 1980s. “That sup- 
poses though that the lesson - to 
turn away from intervention and 
clientilism and to embrace the 
market economy for the uon- 
tradeables sector - has now been 
learned," he says. 




100 years ago 

Transvaal Affairs 
The next excitement in store 
is the presidential election. 
This begins early in January, 
and concludes in the first 
week of February. The 
struggle will, for several 
reasons, be much the most 
interesting of any held in the 
Republic. An entirely new 
factor will come into play in 
tbe form of the Ballot Law. 
This circumstance will 
probably lead to unexpected 
results, as hitherto the voting 
has been conducted on the 
old-fashioned open system, 
and consequently the 
personal influence of the 
candidates and their chief 
supporters had everything to 
do with the result It remains 
to be seen whether the Boer 
elector will realise in the 
forthcoming election tbe way 
he votes will not be known. 

50 years ago 

Australian Imports 
Further ‘Very severe" 
reductions in imports from 
dollar areas are to be made by 
the Australian Government. 

A report considered by an 
inter-departmental committee 
shows that dollar outgoings 
so for this year are already 
about £20.000,000 (Australian) 
above offi cial estimates. As a 
beginning. Mr Chifley, the 
Prime Minister, has 
announced tbe cancellation of 
import licences recently 
recalled for review'. 
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Gold price below $300 
for first time in 12 years 


By Kenneth Gooding 
In London 

'Hie price of gold fell below 
$300 an ounce yesterday for 
the first time in 12% years. 

US investment funds that 
have been selling gold short - 
selling gold which they do 
not own and in effect betting 
on the price falling - will now 
attempt to push it down to 
about $285, analysts suggested. 

Hie funds have been benefit' 
ing from fears that other cen- 
tral banks will sell more of 
their gold reserves. The banks 
and other official Institutions 
own about 35.000 tonnes of 
gold, enough to meet present 
demand for 10 years. 

These worries have been 
putting pressure on the price 
for more than a year, but tbe 
slide became steeper after Aus- 
tralia’s central bank 
announced in July it had sold 
two thirds of its gold reserves 
in the previous six months. 

The idea that one of the 
world's big gold producing 
countries could take such 
action shocked many observ- 
ers. “Gold is a currency 

S Korea 

Continued from Page l 

the highest among the leading 
conglomerates. 

Halla said tbe redundancies 
were a “last chance” to save 
the company. But its workers, 
among the most militant in 
Korea, vowed to resist the 
sackings in what is regarded 
as a test case of union reac- 
tion to feared job cats. 

Korea’s labour ministry 
warned it would take legal 
action against companies sus- 
pected of ordering “unjust” 
redundancies. Mass sackings 
are normally banned under 
Korea’s rigid labour laws. 

Korea’s central bank yester- 
day said corporate earnings 
were expected to deteriorate 
further after manufacturers 
reported the lowest first-half 
profits since 1989- 


Gold price 


$ per troy ounce 
SCO 
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looking for a new fair value,” 
said Andy Smith, analyst at 
Union Bank of Switzerland. 
“There is no floor for the price, 
just a trap door." 

Paradoxically, demand for 
gold is at record levels. The 
World Gold Council, a promot- 
ional organisation financed by 
some producers, said demand 
in the markets it monitors - 
accounting for 80 per cent of 
the global total - was up by 
11 per cent to a record 2,119 
tonnes in the first nine months 


of this year. Analysts 
suggested yesterday that the 
turmoil in Asian stock mar- 
kets was taking its toll and 
there were signs that some 
important gold markets had 
become net sellers. 

Rhona O'Connell, analyst at 
specialist mtnfag stockbroker 
T Hoare. suggested physical 
demand was playing no part in 
gold's fall 

“The funds were looking to 
drive the price below $300 and 
we are now there. They are 
now looking for S285, so we 
will probably get there before 
long. Typically, when markets 
are very volatile, the 
day-to-day buyers tend to 
stand back.” 

Mr Smith saw yesterday’s 
fai] as “just another chapter in 
a story that has been unwind- 
ing for two years”. Low prices 
have already forced the Clo- 
sure of a handful of gold mines 
and some projects have been 
shelved. 

Tbe price was fixed in Lon- 
don yesterday afternoon at 
$297. 
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Brussels proposes 
7-year licences for 
gene modified food 


Alitalia 


Continued from Page 1 

share operation will take place 
in March and April next year. 
The sale will also allow Iri to 
reduce the amount of cash it is 
providing to Alitalia as part of 
the aid agreement with the 
commission to about L&OQQbn. 

The decision to press ahead 
with the Iri share offer is the 
latest sign that the airline 
could be on the verge of a 
turnaround. 

Domenico Cempella, Alit- 
alia's chief executive, yester- 
day told parliament the air- 
line's restructuring 
programme was continuing to 
yield positive results. In the 
first 10 months of this year, 
operating costs had dropped 
4.7 per cent, while turnover 
was up 5.7 per cent. 


By Neil Buckley in Brussels 

Genetically modified products 
such as com and soyabeans 
sold in the European Union 
could be put “on probation” 
far seven years and would be 
constantly monitored for 
harmful effects, under propos- 
als from the European Com- 
mjssiazL 

The plans, published yester- 
day, would require such prod- 
ucts to be relioensed for sale 
every seven years, and to be 
clearly labelled as containing 
genetically modified materials. 

Tbe publication ends months 
of waiting for tighter licensing 
rules. The proposals are aimed 
at dispelling public concern 
over the safety of modem food 
production, after the “mad 
cow” crisis and disputes over 
products such as genetically 
modified maize, which has 
been banned by three EU 
states in defiance of Brussels, 
which approved its sale. 

Discussions on the proposals 
have exposed divisions among 
the 20 commissioners over bow 
to handle genetically modified 
products, particularly their 
labelling. 

Arguments between commis- 
sioners delayed adoption of the 
proposals tor several weeks, 
and threaten to undermine the 
Commission’s promise to 
develop a more coherent 
approach to labelling geneti- 
cally modified products across 
the food chain. 

The licensing proposals 
must be approved by EU min- 


isters. Tbe Commission said it 
expected the rules to be “wel- 
comed with open arms” after 
pressure from EU states, envi- 
ronmental campaigners and 
tbe biotechnology industry for 
dears' procedures. 

Existing EU rules do not 
allow for an automatic review 
of licences though they do 
allow products to be removed 
from circulation if they pose a 
health risk. The new rules 
would introduce mandatory 
monitoring of licensed prod- 
nets, arranged on a case-by- 
case basis with national 
authorities, to ensure they cBd 
not barm the public's health or 
the environment. 

Under the proposals, there 
would be compulsory consulta- 
tion of one of the ED’S scien- 
tific committees on all licence 
applications. 

Brussels would be allowed 
for the first time to consult 
expert committees on the ethi- 
cal implications of biotechnol- 
ogy products. 

Brussels pledged in July to 
introduce labelling' across the 
food chain, according to 
whether products “do", “do 
not" or “may” contain geneti- 
cally modified materials. 

But while Ritt Bjerregaard, 
environment commissioner 
responsible for the licensing 
rules, supports labelling, Mar- 
tin Bangemann. responsible 
for consumer foods, admits to 
being cautious about gene 
labelling on the grounds that 
it could deter consumers 
unnecessarily. 


Marketing 
agreement 
spreads 
confidence 
in Raisio 

By Darnel Bdgfer in New York 


Shares in Raisio, the food and 
chemicals group, jumped 9 pa* 
cent yesterday as healthcare 
group Johnson & Johnson 
promised to transform the 
Finnish company's Benecol 
cholesterol-catting margarine 
Into “one of the great brands 
of the wnrid”. 

Raisi n announced ye st e rday 
that it had chosen the US 
group as its worldwide market- 
ing partner for Benecol. 
n» P» tillin g- an trrfHai licensing 
agreement, concluded In July, 
under which Johnson & John- 
son will sen the margarine in 
the Un it ed States. 

Raisio’ s shares rose from 
FM579 to dose at FM63Q, dose 
to July’s all-time high, as 
analysts applauded th e dea l as 
evidence of Johnson & John- 
son's confidence in Benecol’s 
prospects. The margarine, 
which can potentially reduce 
the risk of heart disease by 
blocking cholesterol absorp- 
tion, is currently only avail- 
able in Finland. 

Pa van also announced plans 
to increase its production of 
sterol and stand ester, the 
plant-based raw materials used 
in Benecol. These “secret 
ingredients" of Benecol are by- 
products of processes such as 
wood pulping and vegetable oil • 
extractio n A shortage in pro- 
duction Of the material* has to 
date been a si g ni fic ant barrier 
to the development off BenecoL 
Ite Finnish group will build 
a fMm s tand ester plant near 
Charleston, South Carolina, 
which will quadruple its pro- 
duction capacity and should 
come on stream in early 1999: 

to addition, Raisio is setting 
up a $30m joint ve ntu re with 
Harting of Chile, a local chendr 
raig and process co mp any , to 
extract wood-based sterols. 
The new facility, winch will 
also be complete by 1999. will 
help Raisio secure , an annual 
sterol supply of 4000 tonnes. 

Johnson & Johnson plans to 
start selling Benecol in the US 
in autumn 1998, »««ni n ifng ft 
receives regulatory approval. 

■ Tor Bergman, managing 
director of Raisio’s newly 
incorporated Benecol division, 
said he thought the margarine 
could also be on the market in 
parts of Europe and in Japan 
by the end of 199a "We made a 
lot of effort to select the right 
partner." he said, “and we 
chose Johnson & Johnson 
because of their global 
approach, as well as then- 
strong competence in can- 
sumer marketing and scien- 
tific 

Raisio will receive a lump- 
sum for relinquishing the 
Benecol trademark to Johnson 
& Johnson, as wen as royalties 
from sales and payment for the 
raw materials, which Raisio 
will supply on an exclusive 
basis. 
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CkedDrility is essential nob just for 

..r«ni..lionq hnt mm more 

for those who regulate them. In 
Japan, the cr edibility off both has 
been shot to bits. Banks have for 
long failed to own up to .the foil; 
extent of their bad 'loans while 
some brokers have hidden' fosses in 
secret accounts. Meanwhile, the 
authorities -accused of either 
tn y faffing, to unearth 

the problems or, worse, conniving 
to covering than up. Remember 
how the go vernm ent knew, about 
Dafwa Bank’s illegal US operations 
before tiie US authorities found out 

So, when the gove rnm e nt urges 
people not to be guided by ground- 
less rumours, as it (fid yesterday, do 
not be surprised if it is not believed. 
jfome of the rumours now circulat- 
ing may indeed be groundless. But 
pact rumours, Hire that sug g e stin g 
Yamaichl was hiding losses, have' 
proved only too true. And deposi- 
tors understandably take the gov- 
ernment's insistence that there win 
be no mote big hank faflures to the 
foreseeable fixture with a pinch off 
salt After aR, the government's pre- 
vious position thsrf no top 20 hank 
would fafi did not stop Hokkaido 
Takusboku biting the dost. Big 
iwnire are now up to their 

bad loans bat, given past experi- 
ence, can one be confident they 
have come dean completely? ~ 

The authorities have tbe financial 
resources to contain the crisis. But 
luck of credibility means. the ulti- 
mate cost to taxpayers and the 

Hctmnmy wifi be mnrh higher than 

it otherwise would have been. . 

Raisio 

It sounds Hkn a fairytale: Utile 
Bukin h»« been plucked from the 
obscurity of Finland’s forests by 
Johnson & Johnson, one of tire aris- 
tocrats of the co ns u m er product 
world. By securing a marketing 
agreement with J&J, Raisio has 
enlisted someone with sufficient 
clout to put Benecd, its patent-pro- 
tected cholesterol-lowering marga- 
rine, on breakfast tables from 
Toronto to Tokyo. More than that? 
J&J dearly sees an oppo rtuni ty to 
tum Benecol into an tnt p ruot j ffreQ 
brand which can be extended 
beyond margarine to yoghurts, 
mhH dressings and w un tin^y any 
fat-based convenience food. 

■ J&J’s confidence has rooted the • 
sceptics who .questioned whether 
the Finnish company would ever be 
able to stitch together a global plat- 
form for its prodnet, and Raisio’s 
shares have doubled this year after 
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rising five-fold to 1996. Raiszo is also 
malting progress on securing a 
g reater sup ply of raw materials, its 
mam problem to date. And it is 
worth remembering that Benecol 
haw; h»m m the market in Finland 
for two years now without any sign 
of problems. 

Some risks remain, of coarse. 
Ttomcni still needs to butter up the 
isolators and has to be carefully 
priced and branded - though these 
are all areas to which J&J excels. 
Assuming that Raisio’s deal with 
JXr.r goes according to plan, earn- 
ings per share should jump from 
FM6 last year to FM6Q-FM75 in 1999. 
If ft «m really manag e such expo- 
nential growth, the shares on eight 
to 10 times 1999 earnings are cheap. 

Lafarge/Redland 

v wthm the co nt e xt of an unhappy 
investment, Redland shareholders 
should be happy with the 345p rec- 
ommended offer from Lafarge. Far 
an tiie bluster about numerous bid- 
ders, this was always tbe most real- 
istic exit option. Still, at yesterday’s 
close, Redland bad underperformed 
the market by 27 per cant over the 
past year, desp ite the bid. But now 
attention shifts to Lafarge; having 
secured its prey, how wifi it pro- 
ceed?. . 

Lafarge ought to . be able to 
improve on Redland’s flawed 
efforts. But wifi this be enough? to 
France, the consolidation of the 
a g greg a tes market should allow for 
. an improved pricing environment. 
But *hp roofing market to Germany 
is likely to be much harder to crack. 
Redland always struggled with the 
sometimes recalcitrant Bra as 
minority. A Franco-German axis 
could stand a better chance than an 


AngloSennan ok- B ut \ 

wiffi sluggh* i 

ere to entry and tte I"**®** 

price war looming wifi test the xnort 

cosy of alliances. 

Meanwhile, Lafarge's added ™- 
de wifi hardly be wefeOB^ agws to 
the UK market. Sure, in tbc coxraA 

benign pricing environment it has 
little incentive to upset xnanera. 
Nor is any early entiy into 
cement market hkdy ae nsk cf 
damaging retahatum in its bade- 
yard is too high. 8°* *** 
of a big new idd on IteUodi jwfflhe 

unsettling for competitors. Further 
consolidation in the sector still 
looks probable. 

Paribas 

Paribas’ decision to bid for full 
control of its Compagnte Banoure 
and Cetelem subsidiaries makes 
good sense. It is a further step 
towards rationalising the group’s 
previous sprawl of interests. And it 
certainly improves earnings qual- 
ity. Paribas stiD suffers from high 
exposure to volatile trading reve- 
nues. But this wifi be healthily 
reduced by these transactions. Cete- 
lem, in particular, is a high quality, 
consumer finance business with 
strong growth prospects. Moreover, 
its earnings are both mote stable 
and visible than those from invest- 
ment banking. 

While earnings quality will 
improve, the deal is financially sat- 
isfactory rather than compelling. 
After paying around three times 
book value for Cete lem , and two 
times book for Bancaire, and talc i n g 
account of expected annual syner- 
gies of FFrlbn ($i71mX the deal wffi 
probably be earnings neutral to 
1999. 

These considerations aside, Pari- 
bas stOl faces large strategic ques- 
tions. One concerns its investment 
banking business. Certainly it has 
some strengths, to French equities 
and European capital markets. And 
there is a welcome lack of preten- 
sion about achieving global status. 
That said, it is this very same sec- 
ond division that BZW and NatWest 
Markets have found so inhospitable. 
Will not Paribas ultimately suc- 
cumb to the same logic? And even if 
it can earn decent returns - better 
than the current 12 per cent - 
investment hanking and its dispa- 
rate collection Of Other financial 
services do not look obvious bed- 
fellows. 

Additional Lex comment on roscos, - 
Page 23 
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